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MISSION 


“To construct, operate and 
maintain a deep draft waterway 
between the port of Montreal and 
Lake Erie in order to achieve the 

efficient and cost effective passage 
_ of vessels.” 2 


ABOUT THE CORPORATION ... 


The St. Lawrence Seaway Authority was established as a Crown 
Corporation in 1954 pursuant to an Act of Parliament. Its primary 
mandate is to acquire lands for, and to construct, operate and main- 
tain a deep waterway between the Port of Montreal and Lake Erie. 
The Authority is also entrusted with the operation and maintenance 
of two international bridges connecting Canada and the United 
States. 


The Authority has jurisdiction over the five Canadian locks and 
linking canals located in the Montreal-Lake Ontario section of the 
waterway, and the eight locks of the all-Canadian Welland Canal. 


The Act that created The St. Lawrence Seaway Authority contained 
provisions for the establishment of a tariff of tolls that would not only 
provide revenues sufficient to defray operation and maintenance costs, 
but would also cover the cost of Seaway construction and interest 
thereon. 


In 1977 Parliament converted the loans from Canada and interest 
thereon totalling some $625 million to equity, essentially making all 
Canadians shareholders in the St. Lawrence Seaway. This refinancing 
exercise did reaffirm the Authority’s obligation to establish tolls at 
levels that would cover annual operating and maintenance 
expenditures. 


Since 1978, Seaway revenues from tolls and investments have 
allowed the Corporation to remain self-sufficient in terms of normal 
operating outlays. These do not include the cost of the Welland Canal 
Rehabilitation Program, for which the Federal Government allocated 
$175 million in 1986. 


In addition to its Ottawa Head Office and its Corporate Services 
Headquarters in Cornwall, Ontario, the Authority operates through 
two regional offices, the Maisonneuve Region (Montreal-Lake Ontario 
section) at St. Lambert, Quebec, and the Niagara Region (Welland 
Canal) at St. Catharines, Ontario. 


As of March 31st, 1994, the Authority’s establishment included 
768 permanent positions. 


THE PRESIDENT’S MESSAGE 


AH 
DA 
June 30, 1994 


The Honourable Douglas Young, P.C., M.P. 
Minister of Transport 


Dear Minister: 


In accordance with the provisions of 
Section 150 of the Financial Admin- 
istration Act, I am pleased to submit the 
Annual Report of The St. Lawrence 
Seaway Authority for the fiscal year ended 
March 31, 1994. 


The Seaway Authority's financial posi- 
tion improved in 1993/94. The Authority 
reduced its loss from $11.0 million in 
1992/93 to $6.1 million in 1993/94, and 
cash resulting from operations increased 
from $1.2 million in 1992/93 to $6.3 mil- 
lion in 1993/94. Tonnage on the 

Montreal-Lake Ontario section and on 
the Welland Canal levelled off at approx- 
imately 32 million tonnes, and the 
Authority feels this is the turn-around 
point in terms of traffic on the system in 
the foreseeable future. 


The most notable improvements were 
in shipments of iron ore and steel. 
North American steel plants are now at 
full production, and this requires greater 
quantities of iron ore than has been the 
case in recent years. In some cases, the 
sourcing of iron ore has changed from 
the upper Great Lakes to lower St. 
Lawrence River ports, which means the 
Seaway benefits from these shipments 
going westward to steel plants in Canada 
and the United States. The steel industry 
has rationalized its manufacturing plants 
to the point where present demand 
exceeds North American production 
capability. This shortfall is being made up 
with steel slab shipments from Europe 
destined for Canadian and U.S. steel 
mills. This circumstance led to a 39% 
increase in iron ore shipments, and a 
35% increase in steel slab shipments on 
the Seaway in 1993. 


The Seaway Authority is continuing its 
cost reduction program. Since its incep- 
tion during the 1990 navigation season, 
the Authority has reduced staff by 
205 positions, which represents a 21% 
drop in the size of the workforce. This 
reduction has enabled the Seaway 
Authority to keep its personnel costs 
under $50 million and to realize 
economies of approximately $12 million 
per year. The reductions have occurred in 
Administration, Engineering, Operations 
and Maintenance, and are as a result of 
introducing new technology, combining 
groups, and eliminating duplication. 
They were all accomplished through 
attrition, by normal retirement or 
through early retirement, using the 
Authority's Volunteer Separation 
Incentive Plan. 


Improvements in 1993/94 included 
experimentation with wider beam 
vessels, and increasing Seaway draft from 
26'-0" to 26'-3". This means vessels will be 
able to carry more cargo per voyage in 
the Seaway system. The Incentive Tolls 
Program resulted in additional business 
for the Seaway Authority, and rebates 
totalling $1.7 million on $7.2 million of 
revenues, were paid to shippers using the 
Seaway system. The combination of the 
Incentive Tolls Program and a new 
market sensitive rate for coal paved the 
way for Appalachian coal to be shipped 
through Ashtabula, Ohio to New 
Brunswick Power at Belledune, N.B. The 
Seaway Authority also implemented a 
14% reduction in tolls on steel slab ship- 
ments to ensure that large quantities of 
steel imports continue to use the Great 
Lakes/St. Lawrence Seaway system in 
1994. 


The Authority continues to seek out 
new sources of revenue to complement 
its toll revenue base. These opportunities 
include the sale of real property no 
longer required for Seaway purposes, and 
the sale of surplus power generated at the 
Seaway's generating plant at the Welland 
Canal. 


The implementation of “Vision 2002” 
continues to be a priority for the Seaway 
Authority. Seaway employees have estab- 
lished a list of goals and five key priori- 
ties which are crucial to successful imple- 
mentation of the Vision. The five 
priority projects are improving the Sea- 
way's market share, merging operation 
and maintenance groups into service 
teams, acquiring funding for major 
restoration projects and transferring 


unnecessary bridges and tunnels to other 
jurisdictions, maintaining the infrastruc- 
ture in a safe and reliable operating con- 
dition, and providing a quality service to 
both internal and external customers. 
Close to 100 employees across the 
Seaway organization, at every level, have 
offered their services to assist project 
leaders in the implementation of these — 
five priority projects. 


The Seaway Summit Working Group, 
whose mandate is to reduce costs and 
improve system competitiveness, is in 
the process of studying the influence of 
institutional costs (pilotage fees, Seaway 
tolls) on the level of Seaway business. 
The Working Group will then develop an 
economic model that will show demand, 
competitiveness and elasticity in the 
pricing structure in the Great Lakes/St. 
Lawrence Seaway system. This informa- 
tion will put institutional charges in their 
proper perspective relative to the pricing 
structure in the Seaway system. 


The Seaway Authority is continuing to 
reduce costs and improve its revenue 
base through a combination of marketing 
initiatives and new opportunities. The 
Authority looks forward to an improved 
economy and increased consumer confi- 
dence which will lead to new markets 
and new business opportunities in 1994. 


Respectfully yours, 


ee 


G.R. Stewart 


U 
D 


REPORT ON 1993/94 CORPORATE OBJECTIVES 


uring the course of 1993/94, the Authority continued its "Vision 2002" strategic 
planning exercise aimed at shaping the future of the Seaway. Its commitment to 
customers was reaffirmed in a vision statement: "Working with our partners, we are 


leaders in fulfilling our customers' transportation needs". The following describes advances 
made towards the achievement of the Authority's four stated corporate objectives set to 


address the serious challenges facing the system. 


To improve market share 


he Authority has taken numerous steps to be 
responsive to customer needs in its effort to 
improve market share. 


For example, late in 1993, the completion of 
dredging work in the Montreal-Lake Ontario sec- 
tion allowed an increase in vessel draft that will 
add a few hundred tonnes of cargo to the carrying 
capacity of ships over the entire Seaway. 


The Authority also announced that, whenever 
possible, it would accept vessels with a beam 
exceeding the 76-foot limit by as much as two feet 
under special arrangements. 


Efforts to contain costs of using the system led 
to a number of initiatives. Late season operational 
surcharges were waived to help the maritime 
industry offset the losses incurred during naviga- 
tion stoppages caused by significant increases in 
the outflow of Lake Ontario. These measures were 
ordered by the International Joint Commission, in 
order to protect lake front properties threatened by 
high water levels. 


The continued success of the Incentive Tolls 
Program led the Authority to extend this program 
to the 1994 navigation season with some modifi- 
cations to improve its effectiveness. 


The early announcement of a toll freeze at the 
1993 rates allowed the shipping industry to better 
plan their 1994 activities. In addition, a surge in 
steel slab movements at the end of the 1993 navi- 
gation season prompted the Authority to signifi- 
cantly reduce the toll applicable to this particular 
commodity and, hopefully, secure a greater share 
of this growing market. | 


The Authority's continued efforts to promote the 
advantages of the Seaway system in North America 
contributed in attracting shipments of U.S. 
Government Aid, increased movements of 
American grain, sand, and Powder River Basin 
coal to the Seaway route. 


On a more general note, the reduction of 
"system costs" and the improvement of the 
Seaway's competitiveness continue to dominate 


~ 


the discussions of the representatives of the ship- 
ping industry at the "Seaway Summit" meetings 
initiated by the Authority and its U.S. counterpart. 
Various working groups have been formed to find 
solutions to specific cost issues. 


To maintain the capital 
infrastructure 


evelopment of the Infrastructure 
IDÉES System was continued during 

1993 and it is expected to be fully opera- 
tional by 1997. It represents a new approach to 


optimize resource allocation for infrastructure 
maintenance and to benefit Seaway customers. 


The Authority implemented the maintenance 
and capital projects planned for 1993 to maintain 
the reliability of the system. 


To operate the Seaway 
profitably 


he Authority incurred a smaller loss than was 
budgeted for in 1993. Furthermore, the level 
of cash provided from operations was higher 
than anticipated, reflecting better year-end traffic 
performance and good progress on cost reduction 
measures. 


By March 1994, the establishment had declined 
by 8% from the previous year, to 768 positions. 
This significant reduction is partly attributable to 
the success of the Authority's Voluntary Separation 
Incentive Program which ended in January 1994. 


The Authority continued to sell and/or promote 
the development of its land holdings. Some 
22 surplus properties were sold in 1993/94, gener- 
ating $1.6 million in revenues. 


Discussions, with government officials, relating 
to the transfer to other jurisdictions of non-navi- 
gational structures as well as to seek funding for 
major capital restoration works were continued. 
Four bridge structures were successfully transferred 
in the Niagara Region under the Strategic Trans- 
portation Improvement Program. 


Throughout the organization, changes in work 
methods, the introduction of teamwork, empower- 
ment of employees and the reduction of super- 
visory levels are allowing the Authority to increase 
employee commitment, the productivity levels of 
its work force and improve service to its customers. 


To optimize the potential of 
all employees 


he Authority has initiated a process to 
improve the quality of service provided to 


both internal and external customers. 


The Operations and the Maintenance Groups are 
being merged into multi-skilled Service Teams. 


PERFORMANCE AGAINST OBJECTIVES FOR 1993/94 


Budget Actual 1992/93 
Cargo traffic in millions of tonnes: 
— Montreal-Lake Ontario section Sills: 32.0 31.4 
— Welland Canal 33.0 BES 992 
Net profit (loss) in millions of $ (9) (6.1) (11.0) 
Cash provided from operations in millions of $ 4.2 6.3 1, 
Capital Expenditures in millions of $ S.A 7.0 41.8 
Establishment 823 768 839 
Capacity utilization (demand for service expressed as a 
ratio of available transit capacity at the Welland Canal) 46% 41% 44% 


Note: Above information relates to The St. Lawrence Seaway Authority only; it does not include the Thousand Islands Bridge or the 
Authority’s subsidiaries. 


CORPORATE VALUES 


our employees are our biggest 
_asset . 
openness and honesty/climate 


of trust 

loyalty to the organization 

fairness in our actions 
quality customer relations 

pride in our organization 


safety 


ARAL 
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Objective 


PERFORMANCE AGAINST PLAN 


Results and Progress in 1993 


To improve market share 


+ Reduced toll rates for steel slab by 14% to retain present business and 
attract new business 


+ Reduced toll rates for coal on Montreal-Lake Ontario section by 41% to 
attract an extra 300,000 tonnes of Appalachian coal for New Brunswick 
Power 


e Reduced toll rate on recycled materials by 49% 


¢ Generated a total of 5.2 million tonnes of new business and 10.9 million 
tonnes in volume increases under the Incentive Toll Program, from 1991 
TORLIOS, 


+ Improved Incentive Toll Program for 1994: 


— immediate 50% discount during the entire season for qualifying "new 
business" applications approved prior to transit 


— 50% volume rebate for qualifying commodities that exceed by at least 
25,000 tonnes the shipper's highest level of the last three years 


¢ Initiated study to evaluate the effect of tolls on business activity in the 
system 


+ Seaway Summit Working Group continued to work on reducing 
"Seaway" costs and improving the system's competitive position 


To maintain our 
infrastructure in a safe 
and reliable operating 
condition for our 
customers 


¢ Consolidated and focused all Seaway engineering resources on the 
strategic role of preserving the safety and reliability of the existing 
Seaway infrastructure 


+ Initiated a complete inspection and engineering assessment program 
to permit risk analysis planning of maintenance and restoration 
expenditures 


¢ Implemented major maintenance and capital major restoration projects 
.to the value of $8.5 million 


To operate the 
Seaway profitably 


¢ Tariff of Tolls increased by 5.75% 


+ Completed human resource reductions initiated in 1991 totalling 
205 positions and identified additional measures to 2002 


+ Reduced the establishment from 839 to 768 in line with target of 
600 positions by 2002 


+ Sold 22 surplus properties for $1.6 million 


+ Transferred 4 bridges in the Niagara Region to other jurisdictions 


To optimize the potential 
of all our employees 


e Started "Total Quality Management" process for staff and customers 
+ Initiated merger of the Operations and Maintenance Groups into Service 
Teams 


e Reduced one (in some instances two) level of supervision 


° Introduced changes in work methods, teamwork, empowerment 


THE YEAR IN REVIEW 


FINANCES 


Summary 


he Seaway Authority's losses were reduced 
significantly in 1993/94 compared to the 


previous fiscal year. The largest contributing 
factor to the reduced loss was a 7% increase in 
revenue. In addition, continued efforts in cost 
reduction measures resulted in a $0.7 million 
increase in savings over those of the previous year. 


The Authority is reporting a net operating 
loss of $6.1 million. The 1992/93 loss was 
$11.0 million. 


Revenues 


including a $1.7 million allowance covering 

rebates paid under the Incentive Tolls 
Program, amounted to $59.2 million. The 
Authority benefited from better than expected 
year-end cargo movements which led to an 
increase in toll revenues of $3.0 million over those 
of the previous year. 


[Te total net revenue from tolls in 1993/94, 


The investment income of $4.1 million was 
greater than the $3.6 million anticipated in the 
Corporation’s budget. The combination of a 
higher cash flow provided from operations, and 
the curtailment of capital expenditures allowed 
the retention of some long-term investments, 
generating additional interest for the fiscal year 
1993/94. 


Expenses 


perational expenses covering operations, 
() maintenance and engineering, for both 

sections of the waterway, reached a total of 
$48.1 million, up by 3.4% from fiscal 1992/93. 
This increase primarily reflects lump sum pay- 
ments, made in the last quarter, to employees who 
opted for early retirement under the Voluntary 
Separation Incentive Program, as well as the 
increased cost of employees' major medical and 
life self-insurance plans. Notwithstanding 
increased costs, final results remained $1.0 million 
lower than budgeted for the period. 


Total administration activities resulted in 
expenses of $16.1 million, some $1.7 million less 
than budgeted and well below the $18.0 million 
recorded in fiscal 1992/93. The Authority has 
maintained its cost reduction efforts over a third 
year and succeeded in lowering personnel costs 
and professional service fees. 


Financial Position 


Ts cash provided from the operation of the 
Seaway generated a positive cash flow of 
$6.3 million, as compared to $1.2 million in 
1992798: 


Capital expenditures during the period totalled 
$7 million and were financed internally from cash 
generated during the year and from some long- _ 
term investments. 


The Authority's long-term investments, its 
Capital Fund Reserve, now stands at $14.8 million. 
This reserve is the source of financing for the 
Authority's capital expenditures program; it is 
expected that the capital expenditures for the 
major restorations required to keep the risk of 
system failure at the minimum will entirely 
deplete this reserve during 1995/96. 


Funding, on a long-term basis, for the continua- 
tion of capital major restorations beyond 1995/96 
is currently being discussed with the Government 
of Canada. The Authority's use of its Capital Fund 
Reserve has been drastically reduced during the 
past few years by the deferment of capital projects 
that could be postponed without jeopardizing the 
safety and reliability of the system. However, such 
deferments over a sustained period cannot be con- 
templated without increasing the risk of structural 
failure and closure. Without funding assistance, 
the Authority will have to curtail most of its capi- 
tal programs and, eventually, to implement more 
and more operational restrictions for safety consid- 
erations. 


VISION 


“Working with our partners, we 
are leaders in fulfilling our — 
customers’ transportation needs.” 
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TRAFFIC 


or the first time in Seaway history, total cargo 
fk tonnage in 1993 on the Montreal-Lake 
Ontario section (M.L.O.) surpassed, albeit by a 
narrow margin, that of the Welland Canal. A surge 
in general cargo movements in the fall brought an 
increase of 1.9% over 1992 traffic, to a total of 
32 million tonnes on the M.L.O., while on the 
Welland, where coal deliveries to Ontario Hydro 
dropped significantly, total tonnage for 1993 
declined by 4%, to 31.8 million tonnes. As stagna- 
tion continued to plague grain exports through 
the Seaway, general cargo and a few bulk com- 
modities registered gains that may well fore- 
shadow continued growth for these commodities 
in 1994. 


Grain 


Without any resolution to Russia's hard currency 
difficulties, Canadian grain exports through the 
waterway underwent a further decline in 1993, to 
6.3 million tonnes on the M.L.O., a drop of 18.1% 
from the 1992 results, and to 6.5 million tonnes, a 
15.1% decline, on the Welland Canal. Taken indi- 
vidually, most types of grain registered losses, with 
the exception of soybeans which, at 216,157 
tonnes, attained a new Seaway high. 


American grain movements remained at 
their 1992 level of 4.5 million tonnes on the 
M.L.O. section and declined slightly, by 3.0% to 
4.7 million tonnes, on the Welland Canal. The 
Mississippi flood problems may have contributed 
to maintaining the U.S. grain traffic through the 
Seaway at its 1992 level. 


At year end, total grain movements resulted in 
an 11.4% decline, to 10.9 million tonnes, on the 
M.L.O. and a 10.2% drop, to 11.2 million tonnes 
on the Welland Canal. 


Iron Ore 


The incipient economic recovery, particularly 
that of the North American automotive sector, has 
resulted in increased steel production and a wel- 
come rise in iron ore shipments on both sections 
of the Seaway. On the M.L.O., shipments grew to 
10.0 million tonnes, an increase of 14.2% over 
1992 results, and, on the Welland Canal, iron ore 
tonnage rose to slightly more than 5.0 million 
tonnes, a 17% increase over the previous year. 


Coal 


Ontario Hydro's closure of its coal-burning 
Lakeview generating plant brought coal move- 
ments through the Welland Canal to a low 3.5 
million tonnes, a 32.9% drop from 1992. This 
shutdown represents a serious loss for the canal, 
where coal has historically been a major bulk 
traffic component. 


On the M.L.O. section, a strike by miners at U.S. 
facilities prevented the expected movement of 
Appalachian coal to a New Brunswick power plant. 
Consequently, total coal tonnage on that section 
declined by 28.0%, to 242,000 tonnes. 


Other Bulk Commodities 


With a few exceptions, the aggregate of all other 
bulk commodities registered a decline of 3%, to 
6.5 million tonnes, on the M.L.O. while it 
remained relatively stable, at 8.8 million tonnes, 
on the Welland Canal. On both sections, in- 
creases in the movements of coke, stone, ores and 
chemicals were not sufficient to offset declines in 
the traffic of other commodities such as petroleum 
products, salt, potash and scrap metal. 


General Cargo 


A revived North American auto industry as well 
as U.S. trade restrictions on finished steel imports 
contributed largely to a major increase in the 
upbound movement of steel slabs and other man- 
ufactured products on both sections of the Seaway. 
When compared to 1992 results, total general 
cargo movements grew by 33.0% on the M.L.O. 
section and by 35.7% on the Welland Canal, 
reaching totals of 4.4 and 3.3 million tonnes on 
each section respectively. 


Outlook 


Cargo movements through 1994 are expected to 
slightly surpass those of 1993. Shipments of iron 
ore and general cargo are expected to increase 
while any breakthrough in the Russian situation 
could have a positive impact on grain exports 
through the Seaway. The performance of a number 
of other commodities will continue to hinge on 
the pace of the economic recovery. 


i‘ 
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Incentive Tolls Program 


his program again met with considerable suc- 
cess in 1993. A total of 3,371,207 tonnes of 


cargo qualified for the volume rebates 
granted on commodities that, depending on point 
of origin or destination, exceeded the average 
volume of the previous five years. Shippers of steel 
from Europe, stone from Lake Huron, grain from 
Toledo, cement from the Kingston area, cement 
clinkers from Bowmanville and iron ore from Sept- 
Iles and Port Cartier were among the 21 Seaway 
users who received volume rebates early in 1994. 


The "new business" portion of the program, 
which encourages the movements of cargoes that 
are either new to the Seaway or that are shipped to 
or from new points of destination or origin, was of 
special benefit to some 19 members of the St. 
Lawrence Seaway/Great Lakes shipping commu- 
nity who shared in rebates applicable to a total of 
nearly 1,800,000 tonnes of cargo. 


OPERATIONS AND 
MAINTENANCE 


The 1993 navigation 
season 


Ontario (M.L.O.) section both opened to 

navigation on March 30th. The Welland 
Canal was then ice free and 24-hour navigation 
began immediately on that section. Heavy ice con- 
ditions on the M.L.O. delayed the installation of 
lighted buoys and night navigation throughout 
the system resumed on April 21st. 


sk Welland Canal and the Montreal-Lake 


Favourable water levels allowed the increased 
draft, to 8.0 m, to remain in effect on the Welland 
Canal during the entire season. On the M.L.O., 
downbound vessels enjoyed this same increase 
from April 15th to December 15th. Upbound 
vessels benefitted from a smaller increase, to 
7.95 m, from April 15th until November 17, when, 
with the completion of some channel dredging 
above the Valleyfield bridge, the permissible draft 
was extended to 8.0 m, which remained in effect 
until December 15th. 


During the 1993 season, tests were successfully 
conducted on the lockage of vessels with a beam 
width in excess of the regulatory 23.16 m. As a 
result, Seaway regulations are currently being 
modified, and conditions established, to allow the 
transit of vessels with a beam of 23.8 m or less 
under special arrangements. 


A total of 2,305 vessel transits took place on the 
M.L.O. section during the 270-day navigation 
season as compared to 2,493 in 1992. The average 
demand was 8.5 vessels per day, with a one-way 
transit time through the section of 20.4 hours, an 
increase of 0.6 hours over the previous year. This 
increase is attributable to the seven 30-hour peri- 
ods, in May and June, during which navigation 
was interrupted to allow major increases in the 
outflow of Lake Ontario. These flow increases were 
ordered by the International Joint Commission to 
minimize high water level damages to lake front 
properties. 


On the Welland Canal, where the season lasted 
268 days, vessel transits numbered 2,927, a drop of 
213 from 1992. The average daily demand was 
10.9 vessels and one-way transit time increased 
slightly to 11.5 hours from 11.2 in 1992. 


With the exception of weather-related delays, 
and the interruptions mentioned above, Seaway 
users enjoyed a trouble-free navigation season in 
1993. Mild temperatures in December and relative- 
ly light traffic allowed an orderly closing of the 
system. Operational surcharges applicable to ves- 
sels transiting the M.L.O. section after the official 
clearance date were waived for December 21 to 24 
and fourteen vessels cleared the waterway during 
that period. One downbound vessel was accepted 
for transit on December 25 under special arrange- 
ments. 


The Welland Canal officially closed on 
December 24th and the last vessel to clear the 
St. Lambert Lock did so on December 26th. 


Lock Operations 


he relocation of lock operating controls from 
| the existing towers to lock wall installations 
was carried out at the three twinned flight 
locks of the Welland Canal during the winter. 
These state-of-the-art, easily accessible controls 
have now been installed at eight of the eleven 
Canadian Seaway locks covered by this project. 


This changeover allows the Authority to reduce 
operating costs while maintaining efficiency and 
round-the-clock service to shipping. 


Maintenance 


In addition to the regular maintenance and win- 
ter overhaul of lock structures and other Seaway 
installations, the Authority's maintenance person- 
nel attended to the following improvements dur- 
ing the 1993/94 fiscal year: 


ADHD 
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MONTREAL-LAKE ONTARIO SECTION 


e A portion of the channel above the Valleyfield 
Bridge was dredged to allow a vessel draft 
increase for upbound vessels. 


+ Major maintenance work continued on the 
Mercier Bridge. 


e A data collection and distribution system was 
installed at the locks and Traffic Control 
Centre. 


WELLAND CANAL 


Installed lock wall controls at the flight locks. 


Conducted dredging operations in part of chan- 
nel below lock 2. 


Added staircases to the towers of CNR bridges 
10 and 20 to allow one operator to operate 
both bridges. 


The following installations underwent major 
rehabilitation work: the concrete approach wall 
above lock 6, one pair of gates at each of locks 
1, 6 and 7, the counterweight sheave assem- 
blies and ropes of Bridge 5 and the segmental 
girders and tracks of Bridge 1. 


* 
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FIVE YEAR FINANCIAL SUMMARY 


MONTREAL-LAKE ONTARIO SECTION 


Revenue 

Expenses 

Income (Loss) From Operations 

Investment Income 

Net Income (Loss) before Large 
Corporations Tax 

Large Corporations Tax 


Net Income (Loss) 


WELLAND SECTION 


Revenue 

Expenses 

Income (Loss) From Operations 

Investment Income 

Net Income (Loss) before Unusual Item 

Unusual Revenue Item 

Net Income (Loss) before Large 
Corporations Tax 

Large Corporations Tax 


Net Income (Loss) 


TOTAL 


Revenue 

Expenses 

Income (Loss) From Operations 

Investment Income 

Net Income (Loss) before Unusual Item 

Unusual Revenue Item 

Net Income (Loss) before Large 
Corporations Tax 

Large Corporations Tax 


Net Income (Loss) 


THOUSAND ISLANDS BRIDGE 


Revenue 

Expenses 

Income (Loss) From Operations 

Investment Income 

Net Income (Loss) before Large 
Corporations Tax 

Large Corporations Tax 


Net Income (Loss) 


1993/94 1992/93 1991/92 1990/91 1989/90 
(in thousands of dollars) 
$32,910 $29,841 $28,553 $29,971 $29,551 
34,149 335), ISIS) 33,394 SI SIH 33,881 
(1,239) (5,314) (4,841) (7,606) (4,330) 
1,788 1,860 2,299 3,087 2,970 
549 (3,454) (2,542) (4,519) (1,360) 
791 650 612 SAI 335 
(242) (4,104) (3,154) (5,096) (1,695) 
36,699 55178 36,869 35,617 34,931 
43,851 43,592 43,430 43,234 41,601 
(7,152) (8,414) (6,561) (7,617) (6,670) 
2,295 2,376 3,022 3,515 3,651 
(4,857) (6,038) (8,539) (4,102) (3,019) 
- = 5,709 = — 
(4,857) (6,038) 21710 (4,102) (7019) 
1,016 830 804 656 411 
(5,873) (6,868) 1,366 (4,758) (3,430) 
69,609 65,019 65,422 65,588 64,482 
78,000 78,747 76,824 80,811 75,482 
(8,391) (13,728) (11,402) (15,223) (11,000) 
4,083 4,236 5,321 6,602 6,621 
(4,308) (9,492) (6,081) (8,621) (4,379) 
- = 5,709 = == 
(4,308) (9,492) 672) (8,621) (4,379) 
1,807 1,480 1,416 1.239 746 
$ (6,115) $ 10,972) $ (1,788) $ (9,854) $ (5,125) 
$ 2,267 22250 $ 2,364 À 2126 $ 2,031 
576 674 510 502 294 
1,691 17576 1,854 1,624 177287 
444 543 637 853 608 
2,135 2,119 2,491 2 477. 2,345 
25 18 By 22 10 
$ 2,110 See Oil $ 2,459 $ 2,455 $ 2,339 


MANAGEMENT’S REPORT 


The accompanying financial statements of The St. Lawrence 
Seaway Authority and all information in this Annual Report are 
the responsibility of management. 


The financial statements have been prepared in accordance with 
generally accepted accounting principles and necessarily include 
some estimates which are based on management’s best judge- 
ments. Information contained elsewhere in the Annual Report is 
consistent, where applicable, with that contained in the financial 
statements. 


To meet management’s responsibility and to assure the integrity 
and reliability of financial reporting, the Authority maintains a 
system of internal controls, policies and procedures to provide 
reasonable assurance that assets are safeguarded, and that trans- 
actions and events are properly recorded. 


The system of internal controls is supplemented by an internal 
audit which conducts periodic reviews of different aspects of the 
Corporation’s operations. In addition, external auditors have full 
and free access to the members of the Authority, who oversee 
management’s responsibility for maintaining adequate control 
systems and the quality of financial reporting. 


The Auditor General of Canada is responsible for auditing the 
financial statements and for issuing his report thereon. 


&. 


Carol Lemelin 
Comptroller and Treasurer 


Cornwall, Ontario 
May 13, 1994 
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+ THE ST. LAWRENCE SEAWAY AUTHORITY 
AA 
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Vice-President, CLEMENT COTE 
Member, (vacant): 


Executive Officers 


JEAN-PIERRE PATOINE CAROL LEMELIN 
Vice-President, Maisonneuve Region Comptroller and Treasurer 
CAMILLE G. TREPANIER ANDRE LANDRY 
Vice-President, Niagara Region Director, Planning and Business 
Development 
JOHN M. KROON 
Vice-President, Corporate Services NORMAN B. WILLANS 
Counsel 
JOHN VAZALINSKAS 
Vice-President, Engineering Services VELMA C. DURANT 


Corporate Secretary 


Offices 

Head Office Maisonneuve Region 
360 Albert Street St. Lambert Lock 
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Copies of this report may be obtained from: 
The St. Lawrence Seaway Authority 
1400-360 Albert Street 
Ottawa, Ontario 
K1R 7X7 
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AUDITOR’S REPORT 


AUDITOR GENERAL OF CANADA 


To the Minister of Transport 


I have audited the balance sheet of The St. Lawrence Seaway Authority as 
at March 31, 1994 and the statements of operations, deficit and changes in financial 
position for the year then ended. These financial statements are the responsibility 
of the Authority’s management. My responsibility is to express an opinion on 
these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted auditing standards. 
Those standards require that I plan and perform an audit to obtain reasonable 
assurance whether the financial statements are free of material misstatement. An 
audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as 
well as evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in all material 
respects, the financial position of the Authority as at March 31, 1994 and the 
results of its operations and the changes in its financial position for the year 
then ended in accordance with generally accepted accounting principles. As 
required by the Financial Administration Act, I report that, in my opinion, 
these principles have been applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Authority that have come to 
my notice during my audit of the financial statements have, in all significant 
respects, been in accordance with Part X of the Financial Administration Act and 
regulations, The St. Lawrence Seaway Authority Act and the by-laws of the 
Authority. 


LE) re 


D. Larry Meyers, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 13, 1994 
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as at March 31, 1994 (in thousands of dollars) 
ASSETS 


Current 


Cash and term deposits 
Accounts receivable 
Accrued interest receivable 
Supplies inventory 


Long-term 


Investments (Note 3) 
Mortgages and other receivables (Note 4) 
Investment in wholly-owned Crown Corporations (Note S) 


Capital assets (Notes 6 and 7) 


LIABILITIES 


Current ; 


Accounts payable and accrued liabilities 
Large corporations tax payable (Note 9) 


Long-term 
Accrued employee termination benefits (Note 3) 


Commitments and contingencies (Notes 10 and 11) 
Major restoration of the Seaway (Note 12) 

EQUITY OF CANADA 

Contributed capital (Note 8) 


Deficit 


Approved: 


ne 


President Comptroller and Treasurer 


1994 


$ 22,120 
5,693 
1,004 


2,439 


31,256 


27,846 
341 
10 


518,317 


$577,770 


$ 10,996 


592 


11,548 


12,148 


23,696 


624,950 


(70,876) 
554,074 


$577,770 


1993 


$ 19,828 
16,580 
1,299 


273592 


40,096 


29,086 
196 
10 


523,708 


$ 593,096 


$ 17,085 


4,957 


22,042 


WEIS 


35,017 


624,950 


(66,871) 
558,079 


$ 593,096 


y 


for the year ended March 31, 1994 (in thousands of dollars) 


Revenues 


Tolls 
Leases and licenses 
Others 


Expenses 


Operations, 
Maintenance 
and Engineering 
Administration 
Headquarters 
Amortization 
Employee termination 
benefits 


Income (loss) from 
operations 
Investment income 


Income (loss) before large 
corporations tax 
Large corporations tax 


Net income (loss) for 
the year 


STATEMENT OF OPERATIONS 


—————————. TT 


for the year ended March 31, 1994 (in thousands of dollars) 


Retained earnings (deficit), beginning of the year 


Net income (loss) for the year 


1994 1993 
Montreal- 
Lake Thousand 
Ontario Welland Total Islands 
Section Section Seaway Bridge Total Total 
$ 28,911 $ 30,349 $ 59260 $ - $ 59,260 $ 56,240 
863 5,502 6,365 933 7,298 OO: 
3,136 848 3,984 1334 5,318 5,655 
32,910 36,699 69,609 2,267 71,876 67,269 
19,941 28,183 48,124 241 48,365 46,809 
4,007 Bion 7,774 62 7,836 9,120 
3,649 4,686 8,335 74 8,409 9,064 
6,007 6,631 12,638 199 12,837 12,884 
545 584 1,129 = 1,129 1,544 
34,149 43,851 78,000 576 78,576 79,421 
(1,239) (71152) (8,391) 1,691 (6,700) (127152) 
1,788 2,295 4,083 444 4,527 4,779 
549 (4,857) (4,308) 2,135 (2,173) (7,373) 
791 1,016 1,807 DS 1,832 1,498 
$ (242) $ (5,873) $ (6,115) $ 2,110 $ (4,005) $ (8,871) 
STATEMENT OF DEFICIT 
1994 1993 
Thousand 
Islands 
Seaway Bridge Total Total 
$ (81,579) $ 14,708  $(66,871) $ (S8,000) 
(6,115) 2,110 (4,005) (8,871) 
$ (87,694) $ 16,818 $(70,876) $ (66,871) 


Retained earnings (deficit), end of the year 
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for the year ended March 31, 1994 (in thousands of dollars) 


OPERATING ACTIVITIES 
Cash Provided from Operations 
Net income (loss) for the year 
Items not requiring cash 
Amortization 


Provision for termination benefits 
Profit on disposal of capital assets 


Net change in working capital components 
other than cash and term deposits 
Payment of termination benefits 


Cash provided by (used in) operating activities 


FINANCING ACTIVITIES 
Funding from Federal Government for 


Valleyfield Bridge Rehabilitation Program 
Welland Canal Rehabilitation Program 


Cash provided by financing activities 


INVESTING ACTIVITIES 
Increase in long-term receivables 
Transfer of Investments to Short Term 
Increase in capital assets 
Proceeds from disposal of capital assets 
Cash used in investing activities 
Increase (Decrease) in cash 
Cash and term deposits at beginning of year 
Cash and term deposits at end of year 


Working capital position at end of year 


Current assets 
Current liabilities 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 


1994 1993 
Thousand 
Islands 
Seaway Bridge Total Total 

$ (6,115) $ 2,110 $ (4,005) (8,871) 
12,638 199 12,837 12,884 
1,129 - 1,129 1523 
(1,302) - (1,302) (1,986) 
6,350 2,309 8,659 3,570 
2,180 (1,542) 638 (5,233) 
(1,956) = (1,956) (1,468) 
6,574 767 7,341 (3,131) 

= = = 8,429 

= = - 29,000 

= = 2 37,429 
(145) = (145) (150) 
1,240 = 1,240 2,967 
(6,988) (767) (7,755) (42,617) 
1,611 = 1,611 2,324 
(4,282) (767) (5,049) (37,476) 
2,292 - 2,292 (3,178) 
19,828 = 19,828 23,006 
$ 22,120 $= $ 22,120 $ 19,828 
$ 31,259 = $ 31,255 $ 40,096 
22,611 (11,062) 11,549 22,042 

$ 8,644 $ 11,062 $ 19,706 $ 18,054 


+ NOTES TO FINANCIAL STATEMENTS, MARCH 31, 1993 
AA 


1. Authority and objectives 
The St. Lawrence Seaway Authority was established in 1954 under the St.Lawrence Seaway Authority Act and is classified 
as a parent Crown corporation under Schedule III Part I of the Financial Administration Act. 


The Authority was established to construct and operate a deep waterway between the Port of Montreal and Lake Erie 
together with such works and other property, including bridges incidental to the deep waterway, as deemed necessary by 
the Governor in Council. 


The St. Lawrence Seaway Authority Act confers upon the Authority the powers to borrow money and to produce revenue 

by levying tolls for the use of the deep waterway. The tolls that may be charged shall be fair and reasonable and designed 

to provide a revenue sufficient to defray the cost to the Authority of its operations in carrying out the purposes for which 

it is incorporated, which costs shall include: 

a) payments in respect to the interest on amounts borrowed by the Authority to carry out those purposes; 

b) amounts sufficient to amortize the principal of those amounts over a period not exceeding fifty years; and 

c) the cost of operating and maintaining the canals and works under the administration of the Authority, including all 
operating costs of the Authority and such reserves as may be approved by the Minister. 


Under the St. Lawrence Seaway Authority Act, tolls may be established by filing with the National Transportation Agency 
or by agreement between Canada and the United States. This agreement between the two countries is in the form of an 
exchange of notes in accordance with directions given by the Governor in Council. 


2. Accounting policies 
The financial statements have been prepared in accordance with accounting principles generally accepted in Canada. A 
summary of significant accounting policies follows: 


(a) Supplies inventory 
Supplies inventory comprises equipment and supplies used in the operation and maintenance of the Seaway and is 
recorded at cost. 


(b) Wholly-owned Crown corporations 
The Authority does not have the right and ability to obtain future economic benefits from the resources of two 
wholly-owned subsidiaries for purposes of the Financial Administration Act and the Authority is not exposed to the 
related risks. The investment in these two corporations, The Jacques Cartier and Champlain Bridges Incorporated and 
Great Lakes Pilotage Authority, Ltd., is recorded at cost. 


The Authority also owns all the shares of The Seaway International Bridge Corporation, Ltd., a subsidiary for purposes 
of the Financial Administration Act. However, this is effectively a joint venture with the Saint Lawrence Seaway 
Development Corporation since, based on an agreement, earnings after certain initial costs are repaid, will be divided 
equally. As a result, the investment is accounted for using the equity method. 


(c) Capital assets 
Capital assets are recorded at cost. Replacements and major improvements which increase the capacity of the deep 
waterway system or extend the estimated useful lives of existing assets are capitalized. Repairs and maintenance are 
charged to operations as incurred. The cost of assets sold, retired, or abandoned, and the related accumulated 
amortization are removed from the accounts on disposal. Gains or losses on disposals are credited or charged to 
operations. 


Amortization is recorded using the straight-line method based on the estimated useful lives of the assets. 


(d) Welland Canal and Valleyfield Bridge Rehabilitation Programs | 
Funding received from the Government of Canada for these programs is accounted for by crediting the amount against 
the costs of related capital projects undertaken during the year. The non-funded remaining cost, which is to be 
recovered from the users, is capitalized and amortized. 


(e) Employee termination benefits 
Employees of the Authority are entitled to specified benefits on termination as provided for under labour contracts and 
conditions of employment. The liability for these benefits is recorded in the accounts as the benefits accrue to 
employees. 


(f) Pension plan 7 
All employees of the Authority are covered by the Public Service Superannuation Plan administered by the 
Government of Canada. Contributions to the Plan are required from both the employee and the Authority. These con- 
tributions represent the total liability of the Authority and are recognized in the accounts on a current basis. 


The Authority is not required under present legislation to make contributions with respect to actuarial deficiencies of 
the Public Service Superannuation Account. 
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Operating requirements: 


(g) 


(h) 


(i) 


(j) 


Employee life insurance plan a4 ; ; 
The Authority provides a life insurance plan for its employees. Surpluses and deficits from the plan are included in revenues 


and/or expenses in the year in which they are incurred. 


Insurance 
The Authority assumes substantially all risks in relation to compensation and damages to its locks. For all other assets the 


Authority carries conventional insurance. 


Thousand Islands Bridge 

In September 1976, the Minister of Transport entrusted the Authority with the management and operation of the Thousand 
Islands Bridge, while the real property was vested in the name of Her Majesty in Right of Canada. Subsequent capital expen- 
ditures made by the Authority to improve the Bridge have been recorded as capital assets. The retained earnings of the 
Bridge represent its cumulative earnings since September 1976. 


These financial statements have segregated the operations of the Thousand Islands Bridge on the premise that its 
management and operation by the Authority is independent of Seaway operations. 


Incentive toll program 
The Authority offers toll rebates on certain cargoes to promote increased traffic, and thus increase revenues. The rebates are 


debited to toll revenues earned during the year. 


Long-term investments 
In order to provide for future operating requirements, including emergencies and cash deficits, of the St. Lawrence Seaway and 
for future employee termination benefits, the Authority has set aside the following long-term investments: 


1994 1993 
(in thousands of dollars) 


_ Government of Canada Bonds, maturing on varying dates up to 1995 $ 6,086 $ 6,086 
Par value $6,000 (1993 — $6,000) 
Market value $6,180 (1993 — $6,336) 
_ Investment Certificate and Canada Treasury Bills maturing March 1995 8,760 10,000 
$ 14,846 $ 16,086 
Termination benefits: 
— Deposit with Consolidated Revenue Fund, maturing April 1994 13,000 13,000 
$ 27,846 $ 29,086 


4. Long-term mortgages and other receivables 
The Authority has entered into long-term mortgages and a contractual agreement for the sale of parcels of land. The 
long-term receivables outstanding at March 31 are as follows: ; 
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1994 1993 
Contractual Agreement (in thousands of dollars) 
51/2% interest, recoverable in annual instalments 
of $28,000 maturing in 1995 $ - $21 
Mortgages 
8 to 9% interest, recoverable in monthly payments 
amortized over terms not exceeding 20 years 
renewable every 2 and 3 years 166 WS 
Deferred portion of bridge user charge from The 
Seaway International Bridge Corporation Ltd. Interest 
varying based on Canada Treasury Bills, with no 
set repayment schedule. 175 = 

Ee eg 


ee ee = 
AA 


5. Wholly-owned Crown corporations and related parties transactions 


Investments consist of the following: 


No. of shares Cost 
Great Lakes Pilotage Authority, Ltd. (GLPA) 15 $ 1,500 
The Jacques Cartier and Champlain Bridges Incorporated (JCCBI) 1 100 
The Seaway International Bridge Corporation, Ltd. (SIBC) 8 8,000 
$ 9,600 


The Authority is related in terms of common ownership to all Government of Canada created departments, agencies and 
Crown corporations. The Authority enters into transactions with these entities in the normal course of business. 


During the year ended March 31,1994, the Authority provided JCCBI with certain engineering and administrative services 
for which it charged $678,829 (1993 — $794,000). At March 31,1994, $121,967 was receivable (1993 — $94,359). 


Based on the joint venture agreement, the Authority is entitled to the excess of revenues over expenses of SIBC for the year 
ended December 31, 1993. A portion of this excess was applied towards the remainder of the amortization of the Authority's 
construction and interest costs related to the North Channel Bridge (1993 - $1.4 million; 1992 — $1.7 million) and no 
balance is left to be amortized. The remaining balance of the excess was distributed on an equal basis based on the joint 
venture agreement between the Authority and the Saint Lawrence Seaway Development Corporation which established 
SIBC (1993 — $158,835; 1992 — nil). It also paid $55,039 (1993 - $62,911) for engineering and administrative services 
provided by the Authority. 


The Canadian Coast Guard provides the Authority with navigational aids services. The fee paid by the Authority for this 
service during the year amounted to $600,000 (1993 - $600,000). 


. Capital assets 


1994 1993 
Amortization Accumulated 
rate Cost amortization Net Net 
(in thousands of dollars) 
Seaway 
Land - $ 29,234 $ = $ 29,234 $ 29,547 
Channels and canals 1% 249,302 83,630 165,672 168,014 
Locks 1% 241,522 997765 141,757 140,997 
Bridges and tunnels 2-4% 121,038 56,291 64,747 66,255 
Buildings 2% 13,243 7,955 5,288 5,482 
Equipment 2-20% 36,240 22,914 13,326 14,039 
Remedial works 1% 121,457 30,201 91,256 92,474 
Work under construction  . = 1,281 - 1,281 AZ, 
$813,317 $300,756 $512,561 $518,520 
Thousand Islands Bridge 
Improvements 2-10% 6,617 861 5,756 5,188 
$819,934 $301,617 $518,317 $523,708 


Subsequent additions to assets are amortized over the remaining estimated useful life of the initial group of assets to which 
the addition is related. The estimated useful life of these assets is for periods that vary between 2009 and 2083. 


Valleyfield Bridge Rehabilitation Program 
In 1987, Hydro-Quebec undertook an in-depth inspection of the bridge which led to the Rehabilitation Program for the 
Valleyfield Bridge. The Authority's share of the Rehabilitation represents 25% of the total cost. 


A Treasury Board decision, rendered in 1992, made the Authority responsible for $17.8 million of the cost of work com- 


pleted at March 31, 1992. All work was completed at March 31, 1993 and the costs to be funded by the Government of 
Canada amounted to $8.4 million, $1.5 million of which is included in accounts receivable. 
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Welland Canal Rehabilitation Program 

In 1985, the Authority engaged consultants to examine in detail, and report on, the structural condition of the Welland 
Canal system. The report was submitted during 1986 and, as a result, a seven-year $175 million rehabilitation program has 
been established to refit the Welland Canal and ensure a continued safe and reliable waterway into the 21st century. The 
program consisted of refurbishing of lock walls, stabilizing the canal banks and approach walls, and rehabilitating ancillary 
structures. 


During 1986, the Government of Canada approved funding for the financing of the Welland Canal Rehabilitation Program. 
The funding of $175 million, which terminated in 1993, has been deducted from related works under construction. 
At March 31, 1994, there were no amounts outstanding in accounts receivable (1993 — $8 million). 


. Contributed capital 


As of April 1,1977, loans from Canada of $624.95 million were converted to equity by parliamentary appropriation. This: 
amount was recorded as contributed capital. 


The parliamentary appropriation authorizing the 1977 conversion of loans from Canada to equity also authorized the 
Minister to fix, from time to time, the amount that shall be paid by the Authority annually out of its toll revenue as a return 
on capital. No return on capital has been required to be paid for the years ended March 31,1994 and 1998 


. Income taxes 


The Authority, as a prescribed Federal Crown corporation, is subject to the provisions of the Income Tax Act. The Authority 
is not subject to any provincial income taxes. 


Currently, unamortized capital cost for tax purposes is in excess of the net book value of capital assets by approximately 
$227 million. The tax effect of this excess has not been recorded in the accounts of the Authority. The Authority also has 
accumulated research and development costs of approximately $4.0 million which are available to reduce the taxable 
income of future years. 


The Federal Budget of April 1989 introduced a new Large Corporations Tax. The Authority has paid all amounts owing 
except for an amount of $0.5 million, which has been accrued for. A notice of objection has been filed related to the out- 
standing amount during 1993. It is expected that this matter will be settled in the coming year. 


Commitments 

At March 31,1994, contractual obligations for capital and other expenditures amounted to $1.5 million (1993 — $1.8 
million). The commitment for the future minimum operating lease payments, required for office space for a term in excess 
of one year, is as follows: 


(in thousands of dollars) 


1994/95 269 
1995/96 269 
1996/97 1579 


Contingencies 

There is a total of $62.5 million in claims instituted against the Authority. These arise from the breakdown of the Valleyfield 
bridge in November 1984, the October 1985 Lock 7 wall blow-out, compensation and damages in connection with the 
expropriation of lands and various other claims. The Authority is contesting all these claims and their outcome cannot be 
determined at this time although management is of the opinion that these actions will not result in any material losses to 
the Authority. The Authority is also the claimant in certain other pending or threatened claims and lawsuits. One of the 
pending claims was settled after year end and an amount of $2,750,000 was recovered for the costs of repairs to the St. Louis 
Bridge. The settlement will be recorded in next year’s financial statements. 


Major Restoration of the Seaway 

The amount of funds provided by operating activities and the level of long-term investments for future operating require- 
ments will not be sufficient to finance the major restoration projects of the St. Lawrence Seaway in the foreseeable future. 
The Authority will require outside financing of these projects. 


Reclassification 
Some of the 1993 comparative figures were reclassified to conform to the presentation adopted in 1994. 
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MISSION 


“To construct, operate and maintain a safe and reliable 
deep draft waterway between the Port of Montreal and 
Lake Erie, in order to achieve the efficient and cost 
effective passage of vessels.” 
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VISION 


“Working with our partners, we are leaders in fulfilling 
our customers’ transportation needs.” 


ABOUT THE CORPORATION... 


he St. Lawrence Seaway Authority was established as a Crown corporation in 

1954 pursuant to an Act of Parliament. Its primary mandate is to acquire lands 

for, and to construct, operate and maintain a deep waterway between the Port of 
Montreal and Lake Erie. The Authority is also entrusted with the operation and 
maintenance of two international bridges connecting Canada and the United States, namely 


the Seaway International Bridge and the Thousand Islands Bridge. 


The Authority has jurisdiction over the five Canadian locks and linking canals located in the 
Montreal-Lake Ontario section of the waterway, and the eight locks of the all-Canadian 
Welland Canal. 


The Act that created The St. Lawrence Seaway Authority contained provisions for the 
establishment of a tariff of tolls that would not only provide revenues sufficient to defray 
operation and maintenance costs, but would also cover the cost of Seaway construction and 


interest thereon. 


In 1977 Parliament converted the loans from Canada and interest thereon totalling some 
$625 million to equity, essentially making all Canadians shareholders in the St. Lawrence 
Seaway. This refinancing exercise reaffirmed the Authority’s obligation to establish tolls at 


levels that would cover annual operating and maintenance expenditures. 


Since 1978, Seaway revenues from tolls and investments have allowed the corporation to 
remain self-sufficient in terms of normal operating outlays. These do not include the cost of 
the Welland Canal Rehabilitation Program, for which the Federal Government allocated 
$175 million in 1986. 


In addition to its Ottawa Head Office and its Corporate Services Office in Cornwall, 
Ontario, the Authority operates through two regional offices, the Maisonneuve Region 
(Montreal/Lake Ontario section) at St. Lambert, Quebec, and the Niagara Region (Welland 


Canal) at St. Catharines, Ontario. 


As of March 31st, 1995, the Authority’s establishment included 739 permanent positions. 


PRESIDENT’S MESSAGE 


June 30, 1995 


The Honourable 
Douglas Young, P.C., M.P. 
Minister of Transport 


Dear Minister: 


In accordance with the provisions of 
Section 150 of the Financial 
Administration Act, I am pleased to 
submit the Annual Report of The St. 
Lawrence Seaway Authority for the 
fiscal year ended March 31, 1995. 


The 1994 shipping season was the 
first year The St. Lawrence Seaway 
Authority has made a profit since 
1984. This success occurred 
because of improved economic 
conditions, and because of the 
Authority’s continuing efforts to 
increase revenues, to reduce costs 
and to provide a high level of customer satisfaction. 
These factors combined to provide a net income of 
$15.5 M, a substantial improvement over the $6.1 M 
loss the previous year. Tonnage increased by 22% 
over 1993 figures, and the combined tonnage reached 
a new high of 49 M tonnes. 


Increased revenues were mostly from Seaway tolls 
paid by vessels transiting the system. The level of 
tolls remained at 1993 values in 1994. The three 
commodities showing the greatest improvement were 
grain, iron ore and steel. Grain increased by 22%, 
iron ore by 45% and steel by 117% over 1993 figures. 
These three commodities produced net revenues of 
$44 M out of total toll revenue of $76 M in 1994. 
Revenues from land sales, property leases and water 
rentals totalled $6.6 M, and these “non-toll” sources 
of revenue provided funding to assist in maintaining a 
safe and reliable transportation system. 


Cost reductions continued as a part of the Seaway’s 
Vision 2002. The reduction of 83 person-years in 
1994/95 resulted in savings of $4.5 M in salaries and 
benefits. The transfer of four bridges in the Niagara 
Region to other jurisdictions removed these cost 
centers from the Seaway’s budget. These reductions 
were responsible for Seaway expenses being 5% 
lower than 1993/94 values. 


The Seaway’s Incentive Tolls Program continued to 
encourage new business and increased levels of 


tonnage in 1994, the fifth season for 
this program. The New Business 
portion provided $2.2 M in toll 
revenue, and Volume Discount 
provided $0.5 M. Incentive Tolls 
have provided $26 M in gross 
revenue for the Seaway Authority 
over this five-year period. The 
Authority rebated $6 million to 
shippers during this time while 
others in the system who provide 
services for this additional cargo 
charged their full fees. 


Two additional factors contributed to 
the Seaway’s success in 1994. One 
was the combination of high barge 
rates on the Mississippi River and 
high ocean freight rates, which 
diverted some traffic from the 
Mississippi River to the Great 
Lakes/St. Lawrence Seaway system. 
The second was the flooding of the Mississippi River in 
1993, which resulted in lower traffic levels in 1994. 


The corporation continued its program to deliver 
Quality Service to Seaway customers. The Customer 
Survey carried out by the Seaway Customer Service 
Team resulted in two priority Quality Improvement 
Teams being established. One is establishing standards 
for Transit Time, and the other is developing and 
implementing a Vessel Location information system for 
customers. The Authority has also established a 
Performance Measurement Team and a Rewards and 
Recognition Team as part of its Quality initiative. 
These improvements are all to be in place in the first 
half of 1996. 


The next year will be a dynamic time for the Seaway 
Authority as the corporation moves towards further 
commercialization. We will work with shippers and 
carriers to achieve this objective, and we will continue 
the pursuit of low-cost excellence on behalf of Seaway 
customers. 


Respectfully yours, 


G.R. Stewart 


REPORT ON 1994/95 CORPORATE OBJECTIVES 


TURNING OUR VISION INTO REALITY 


implementing the “Vision 2002” strategic plan aimed at shaping the future of the Seaway. The vision 


I hroughout the 1994/95 navigation season, Authority employees continued to work together in 


statement, developed in 1993, and three new 


corporate objectives, focuses the organization on providing 
quality customer service at the lowest cost while meeting 


the financial obligations of the corporation. The 
dedication of all employees towards these objectives 


allowed the Authority to increase the cash generated from 
operations by $23.9 million and achieve a $15.5 million 


profit, its first since 1983/84. 


During the course of the year, the Authority also examined 
options to address the fundamental issues facing the Great 
Lakes/St. Lawrence Seaway system. A report called “A 


OUR CORPORATE. .. 
Objectives: 


® increase revenues 
e reduce costs 


e improve customer services 


Vision: 
“Working with our partners, we are leaders in 
fulfilling our customers’ transportation needs.” 


Blueprint to Commercialize the St. Lawrence Seaway” was submitted to the Minister of Transport in November 
1994. Its recommendations were presented to the Standing Committee on Transport in March 1995. 


The following presents the main achievements under each corporate objective. 


To Increase Revenues 


argo figures exceeded 39 million tonnes in the 

Welland Canal and more than 38 million tonnes 
in the Montreal/Lake Ontario Section (MLO) in 1994, 
marking it as one of the busiest in years with a 22% 
increase in traffic over 1993. Vessel movements 
through the Seaway generated $76 million in toll 
revenues, some 28% above the 1993 level. The 1994 
navigation season saw the return of 46 vessels that had 
not used the system in the last six years, and the transit 
of 59 vessels new to the system. 


Improved economic conditions led to a major increase 
in shipments of grain, iron ore and steel. These three 
commodities were responsible for more than 33 
million combined tonnes of Seaway business. 


A portion of the 1994 success can be attributed to the 
Authority’s efforts at designing a market-sensitive toll 
structure, mainly through its successful Incentive Tolls 
Program. Nearly 2.1 million tonnes of cargo qualified 
for rebates and discounts under this program while 
encouraging over $1.1 million in revenue. 


Also contributing to this success are the constant 
efforts devoted by the Authority to promote the 
advantages of using the Seaway system. The 
movement of 9,700 tonnes of cargo to the Port of 
Valleyfield and the fitting of the vessel “Lady Emily” 
can be directly attributed to contacts made at the 


Seaway’s Posidonia presentation in Greece. 
Additional concrete results coming from the 
Authority’s marketing and pricing efforts include the 
shipment of 50,000 tonnes of Powder River Basin coal 
to Europe and 250,000 tonnes of Appalachian coal to 
New Brunswick. 


Improvements to revenues from non-toll sources were 
also pursued. During 1994/95, these sources of 
revenue included.the net sale of surplus lands totalling 
$1 million, land and building rentals generating 

$1.6 million, and income derived from the use of water 
providing an additional $4 million. The Authority also 
investigated the possibility of generating revenues 
from the sale of surplus hydro-electric power. 


Finally, the Authority has recommended that the 
Government undertake a review of the toll setting 
process as a first step towards improving the 
Authority’s ability to price services effectively. 


To Reduce Costs 


A s part of the Authority’s resolve to reduce its 
costs, efforts aimed at bringing the number of 
established positions to 600 by the year 2002 were 
continued. Overall, a decrease of 83 person-years was 
realized between March 1994 and March 1995, a 
reduction that resulted in the Authority saving 

$4.5 million in personnel costs. Since March 1990, 
efficiences have been found to allow for a reduction of 
234 established positions. 


Reduction in costs through the removal of non- 
navigational structures was achieved by the transfer of 
four bridges in the Niagara Region to other 
jurisdictions. Two railway bridges in the Niagara 
Region are also being considered for abandonment. 


The Authority has been leading efforts, since 1990, to 
reduce system costs and improve the system’s 
competitive position through “Seaway Summit” 
meetings of maritime industry leaders on both sides of 
the border. Two meetings were held during the 
1994/95 fiscal year which discussed various 
competitive issues facing the system. A better 
understanding of the impact of tolls on traffic through 


the system was achieved amongst Summit participants. 


To Improve Customer Service 


he Authority has dedicated itself to improving the 

service it provides to customers. To guide its 
actions, the Authority depends on various forums to 
keep it abreast of customer needs including regular 
User meetings, Seaway Summit meetings, customer 
visits and surveys. 


One example of quality customer service was in 
increasing the maximum permissible overall length of 
vessels by 3 metres (10 feet). This measure combined 
with the increases in maximum permissible beam and 
in vessel draft, implemented during 1993, can add as 
much as 900 tonnes of cargo to the carrying capacity 
of a vessel on each one-way transit of the Seaway. 
Further, given the favourable weather conditions 
during closing, the Authority reduced operational 
surcharges and adjusted its plans in order to remain 
open later and accommodate late season vessel 
demand. The last vessel left the system through the St. 
Lambert lock on December 29th, 1994 and the system 
was then officially closed for the season. 


The Authority’s renewed focus on customer service is 
also expressed in the Quality Service initiative. 
“Quality” is defined as consistently meeting or 
exceeding customer expectations at least cost. The 
consulting firm of Perrier Beaudry and Associates is 
helping the Authority plan and implement the 
appropriate structure and tools to manage in a Quality 
Service mode. A “Customer Service/Needs” project 
team identified our external customers’ priority needs 
and recommended measures to assess the 
organization’s performance in meeting these needs. 
The findings of this team provides the cornerstone of 
Quality Service and will drive the Seaway’s 
continuous improvement efforts. 


Another key initiative being implemented by the 
Authority is the introduction of Service Teams through 
the merging of the Operations and Maintenance 
Groups. The Service Team structure will provide 
better service to Seaway customers, provide more 
fulfilling jobs and opportunities for the employees of 
these groups, while permitting the Authority to 
continue reducing its overall operating costs. 


Finally, the Authority is committed to maintaining the 
infrastructure in a safe and reliable operating 
condition. Approximately $11.4 million in major 
maintenance and capital major restoration projects 
were carried out by the Authority during 1994/95. In 
addition, the development of an Infrastructure 
Management System was continued with the 
establishment of risk and benefit factors and the 
determination of associated weights. Long-term 
maintenance and capital programs, developed using 
this new infrastructure management approach, will 
ensure the continuing integrity and reliability of the 
system. 


PERFORMANCE AGAINST OBJECTIVES FOR 1994/95 


Budget Actual | 

Cargo traffic in millions of tonnes: a. | | 

- Montreal/Lake Ontario section 30.3 38.4 32.0 

- Welland Canal 311! 39.7 31.8 
Net profit (loss) in millions of $ (7.8) 152 (6.1) 
Cash provided from operations in millions of $ 3.2 30.2 6.3 
Capital Expenditures in millions of $ 13.2 8.6 7.0 
Established Positions 757 139 768 ; 
Capacity utilization (demand for service expressed 44% 47% 41% 


as a ratio of available capacity at the Welland Canal) 


Note: Above information relates to The St. Lawrence Seaway Authority only; it does not include the Thousand 
Islands Bridge or the Authority’s subsidiaries. 


PERFORMANCE AGAINST PLAN 


Objective 


Results and Progress in 1994/95 


To increase 
revenues 


To reduce 
costs 


To improve 
customer 
service 


° Traffic revenues for 1994 increased 22% over 1993 figures 


* Generated total of 2.1 million tonnes under the 1994 Incentive Tolls Program: 


- An immediate 50% discount during the entire season for qualifying “New Business” 
applications approved prior to transit 


- A 50% volume rebate for qualifying commodities that exceed by at least 25,000 tonnes 
the shipper’s highest level over the last 3 years 


¢ Sold 12 properties for a Net $1 million 


¢ Marketing and market-sensitive toll structuring efforts encouraged new movements of 
250,000 tonnes of Appalachian coal and 50,000 tonnes of Powder River Basin coal. 


¢ Reduced established positions from 768 to 739 in line with target of 600 positions by the 
year 2002 


¢ Reduced professional services by $700,000 
¢ Reduced maintenance expenditures by $600,000 


° Established Service Teams in place of Operations and Maintenance Groups 


¢ Implemented major maintenance and major restoration projects totalling $11.4 million 
* Continued implementation of Infrastructure Management system: 
- established risk and benefit factors and determined associated weights 


¢ Increased maximum permissible beam for vessels from 23.16 metres 
(76 feet) to 23.8 metres (78 feet) 


¢ Increased maximum permissible length for vessels from 222.5 metres 
(730 feet) to 225.5 metres (740 feet) 


¢ [Introduced “Total Quality Management” process focussed on SLSA customer needs 
throughout the organization: 


- established Corporate and Local Quality Councils 
- identified customer needs and associated performance measurements 
- Initiated training programs 


¢ Adopted Mutual Gains Bargaining approach to settle disputes and to establish a better 
negotiating environment 


FINANCES 


This analysis is supplemental to the Financial Statements presented on pages 17 to 25 and covers the operation of 


The St. Lawrence Seaway Authority only. 


compared to a Net Loss of $6.1 million in 1993/94. 


I he Authority is reporting a Net Income of $15.5 million for the fiscal year 1994/95 


The 1994/95 Operating Revenues improved by 21% over the previous fiscal year to reach $83.9 million, while 
Expenses, at $74.1 million, were down 5% compared to last year. The culmination of these activities produced a 
Net Income from Operations of $9.9 million for the year, and represented an increase of $18.3 million over the 


fiscal year 1993/94. 


In addition, Investment Income of $3.7 million and a Final Settlement of Claim of $2.8 million contributed to 
produce a Net Income, before Large Corporations Tax, of $16.4 million. The provision for the Large Corporations 
Tax of $0.9 million takes into account a refund of penalties and interest which were assessed in the previous fiscal 


year. 


Revenues 


he total of net revenue from tolls in 1994/95 

amounted to $76 million, including $1.1 million 
of accrued revenue in the 1995 navigation season 
(March 24 - 31, 1995) and $1.3 million of rebates and 
discounts paid under the Incentive Tolls Program; the 
total of net revenue from tolls for 1993/94 was 
$59.2 million. The continued buoyant economy of 
Canada and the United States resulted in higher 
demand for steel products which generated additional 
iron ore, and steel shipments during the 1994 
navigation season. 


Operating Revenues from other sources totalled 
$7.9 million for 1994/95 versus $10.3 million for 
1993/94. This reduction is mainly the result of 
cyclical business activities. 


The Investment Income of $3.7 million for 1994/95 
compares to $4.1 million for 1993/94. The average 
yield on Long-Term Investments was lower during 
1994/95 as five-year investments were renewed at 
reduced current market rates. However, higher Cash 
Flow provided from operations during 1994/95 
generated additional interest income helping to offset 
the lower yield. 


Expenses 


perational Expenses, for 1994/95, in the areas 

of System Operations, Maintenance, and 
Engineering were $44.5 million compared to $49.5 
million in 1993/94. The Authority continued its 
strategic cost reduction programs and was successful 
in achieving economies of $5 million during the year; 
the largest share (70%) of cost reductions came from 
lower personnel expenses. 


Administrative Expenses for both sections of the 
waterway and Headquarters reached a total of 

$13.9 million in 1994/95, compared to $14.7 million 
in 1993/94. This cost reduction came from lower 
personnel expenses. 


Effective April 1, 1994, the Authority adopted a new 
amortization policy for Information Technology 
Assets by shortening the estimated useful life from ten 
to five years. The amortization expenses of 

$14.6 million include $1.9 million for the revision 
made in 1994/95. 


Incentive Tolls Program 


or the fifth consecutive year, the Incentive Tolls 

Program was employed by the Authority to 
encourage cargo traffic into the Seaway. Some modifi- 
cations to the program’s regulations were made in 1994 
in order to better focus the program’s goals and clearly 
target transportation decision-makers using the system. 


The “New Business” portion of the program was 
adjusted from a year-end rebate approach to an 
ongoing discount system. In addition, discounts were 
established at 50% of the applicable toll rate for the 
entire shipping season for qualified commodities. In 
1994, 1,728,616 tonnes of cargo qualified under the 
“New Business” component, with qualified customers 
benefitting from almost $1.1 million in discounts. 


In order to re-focus the “Volume Rebate” portion of 
the program towards long-term shippers and receivers, 
significant changes were made to the initiative. In 
1994, customers qualified for volume rebates by 
exceeding their previous three-year shipment highs by 
25,000 tonnes for a specific commodity through a 
specific port. Qualifying customers received a 50% 
rebate on the tolls they paid on the additional cargo. 
More than $250,000 in rebates were distributed in 
1994 based on 313,272 tonnes of qualifying cargo. 


The “Alternative Use of Bulkers” facet of the program 
encouraged 34,663 tonnes of cargo to move on the 
system with discounts to customers of more than 
$35,000. 


Total Revenue 
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Financial Position 


ash provided from Operations amounted to 

$30.2 million for the year ended March 31, 
1995, compared to $6.3 million for the preceding year. 
This difference is chiefly due to increases in revenue 
from tolls. 


The Authority has gained from this year’s economic 
activities and was able to increase the Capital Fund 
Reserve by $21.4 million; the accumulated Reserve 
stands at $36.3 million as at March 31, 1995. The 
Authority is now in a better financial position, for a 
period of time, to continue the funding of major 
rehabilitation work, especially those projects that had 
to be deferred in previous years. 


With regards to investing activities in 1994/95, 
additions to Capital Assets totalled $8.6 million 
compared to $7 million in 1993/94. The 
implementation of an Infrastructure Management 
System will improve the monitoring and assessment of 
future rehabilitation work and lead efforts aimed at 
maintaining the infrastructure in a safe and reliable 
operating condition. 


The Long-Range Plan for major rehabilitation in the 
next five years is estimated at $66 million. 


Expenses 
net of amortization and maintenance projects 
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TRAFFIC 


demand, new iron ore shipments, higher coarse grain exports and generally better economic conditions 


- or the first time in years, the Seaway has seen a significant traffic increase. Higher North American steel 


generated a total combined traffic increase of 22% on both sections of the system. Cargo movements on the 
Montreal/Lake Ontario (MLO) section totalled 38.4 million tonnes, for an increase of 20.1% or 6.4 million tonnes 
over 1993. Traffic on the Welland Canal reached 39.7 million tonnes, a net increase of 24.8% or 7.9 million tonnes 


in cargo movement. 


Grain, iron ore and coal continued to be the mainstay of traffic on the Seaway, accounting historically for almost 
two-thirds of all cargo movement on the system. In 1994 though, coal was surpassed by a large increase in steel 
products entering the Seaway, accounting for 14-18% of total commodities moved. The remaining traffic was 
distributed over a wide range of commodities such as petroleum products, coke, stone and salt. 


Grain 


A number of factors were involved in the increase 
in grain traffic on the system in 1994. Although 
all grain types increased over 1993 traffic figures, 
healthy Canadian coarse grain and oilseed harvests 
(especially involving canola) were timely when 
combined with the availability of a substantial number 
of ocean vessels for overseas shipment. Overall, 
Canadian grain traffic increased by 27.2% to 8 million 
tonnes on the MLO section and by 24.5% to 

8.1 million tonnes on the Welland Canal. Following 
excellent soybean and barley harvests in the U.S., 
American grain movements increased during the last 
portion of the 1994 season. Taking advantage of the 
high number of ocean vessels delivering steel into the 
Great Lakes, U.S. grain exports through the Seaway 
surpassed the 5 million tonne level (5.2 on MLO and 
5.5 on Welland) resulting in increases of 14.9% on the 
MLO section and 16.9% on the Welland Canal. 


As the 1994 season came to a close, total grain 
movements showed an increase of 22% to 13.2 million 
tonnes on the MLO and an increase of 21.3% to 13.6 
million tonnes on the Welland Canal over 1993 figures. 


Montreal/Lake Ontario Traffic 
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Iron Ore 


substantial increase in iron ore shipments in 

1994 was achieved along both sections of the 
waterway, most notably on the Welland Canal. The 
main factor affecting this traffic was a new movement 
by a major steel company to ship ore through the 
Seaway to its U.S. plant. On the MLO section, 
shipments increased by 10% or 1 million tonnes, and 
on the Welland Canal by 44% or 2.2 million tonnes. 
Traffic totalled 11 million tonnes on the MLO section 
and slightly more than 7.2 million tonnes on the 
Welland Canal section. 


Coal 


hipments of Appalachian coal to New Brunswick 

were initiated in 1994 resulting in an increase in 
the movement of this commodity on both sections of 
the Seaway. Coal movement on the MLO section 
registered an increase of 121% to 535,000 tonnes, 
while coal traffic on the Welland Canal was up by 
4.8% to 3.6 million tonnes. 


Welland Canal Traffic 


[| 1994 
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Other Bulk 


verall, other bulk traffic on the MLO remained 

around the 1993 level of 6.5 million tonnes. In 
particular, traffic increased on the MLO for petroleum 
products, coke, salt, potash and gypsum, while it 
decreased for stone, scrap metal, chemicals and ore 
movements. On the Welland Canal, other bulk 
registered an increase of 920,000 tonnes, or 10%, to 
9.7 million tonnes. Traffic increased for coke, 
petroleum products, salt, cement, potash and decreased 
for stone, scrap metal, chemicals and ores. 


Outlook 


General Cargo 


eneral cargo traffic, consisting mainly of 

finished and semi-finished steel products, 
followed on the surge of the Fall of 1993. Resulting 
from a large demand in the auto-making, appliance 
manufacturing and construction sectors, traffic 
increases of more than 60% were registered on both 
sections of the Seaway. Traffic on the MLO section 
increased by 60.5% to 7 million tonnes, while traffic 
on the Welland Canal increased by 64.8% to 5.4 
million tonnes. 


argo movements are expected to decrease somewhat in 1995 due to an anticipated slow down in the North 

American economy. This economic downturn should reduce steel demand and, consequently, steel imports. 
Shipments of iron ore are expected to remain at 1994 levels since the reduction of steel demand should affect steel 
imports, not domestic production. Some bulk shipment traffic is also expected to decrease. Although Canadian grain 
movements should remain close to the 1994 level, the expected mid-summer changes to the Western Grain 
Transportation Act (WGTA) transportation subsidy and the adjustment of prairie pooling points could be detrimental to 


long-term grain trade on the Seaway. 


OPERATIONS AND MAINTENANCE 


T 


he Welland Canal and the Montreal/Lake Ontario (MLO) section of the Seaway opened to navigation on 
April 5th. The first vessels through the Welland Canal had ice-free conditions and 24-hour navigation 
from opening day. In the Montreal/Lake Ontario section of the Seaway, heavy ice conditions delayed the 


installation of floating aids to navigation and 24-hour navigation began throughout the system on April 21st. 


Operations 
| n an effort to encourage opportunities for more 
efficient movement of goods through the Seaway, a 
study was undertaken during the 1994 navigation 
season to establish the maximum Vessel Overall 
Length (OAL) for ships transiting Seaway locks. By 
implementing special mooring procedures, it was 
established that vessels with an OAL of 225.5m could 
be allowed. Regulations are being modified to reflect 
this change. 


Favourable water levels allowed a draft increase to 8m 
to remain in effect in the Welland Canal section for the 
entire navigation season. On the MLO section, a draft 
increase to 8m was in effect from April 15th to 
December 15th. 


A total of 2857 vessels transited the MLO section 
during the 269-day navigation season in 1994, well 
above the 2305 voyages registered in 1993. The 
average demand on the MLO was 10.6 vessels per day, 
with a one-way transit time through the section 
averaging 21.4 hours. Although this constituted a 

1 hour increase over the previous year, most of this 
increase can be attributed to the high demand of ocean 
vessel transits (41% greater than 1993), a situation that 
resulted in delays due to a shortage of pilots. Another 
factor which affected the transit time was the July 25th 
suspension of navigation in the MLO for a period of 
52 hours, due to a failure of a diagonal member on the 
lower gate of the United States-operated Snell lock. 


The Seaway’s Welland Canal enjoyed a 270-day 
navigation season in 1994, serving 3378 vessel 
transits, an increase of 451 voyages over 1993 traffic. 
The average demand on the Canal was 12.5 vessels a 
day with a one-way transit time of 15.1 hours. As with 
the MLO, there was an increase (3.6 hours) in transit 
times in the Welland Canal in 1994 due to a number of 
factors. Although some of this increase can be 
attributed to the one-week closing of one side of the 
flight locks for repair, delays were mainly attributed to 
the shortages of pilots available for ocean-going 
vessels during the season. 


Mild temperatures in December and heavy traffic 
demand late in the season permitted the Seaway to 
remain open beyond the originally announced closing 
dates. On the Montreal/Lake Ontario section, late 
season surcharges were waived from December 21st to 
24th during which time 35 vessels transited. From 
December 25th to December 28th, 14 vessels were 
allowed to transit under special agreement. 


Similarly, vessels were allowed to transit the Welland 
Canal until December 28th after which each ship was 
required to sign a special agreement to travel the 
waterway. In all, 29 vessels took advantage of the 
season extension in the Welland Canal between 
December 25th and December 30th. 


After one of the busiest seasons in years on the 
Seaway, the last vessel passed through the St. Lambert 
lock on December 29th. The Welland Canal officially 
closed for the season on December 30th, 1994. 


Maintenance 


T he Authority’s maintenance agenda continued to be reviewed and adjusted in 1994 in order to respond to the 
tight economic environment of the past few years. Wherever possible, major maintenance works and capital 


improvements were curtailed or postponed in 1994/95. 


In addition to the routine upkeep and winter overhaul of lock structures and other Seaway installations, the 
Authority’s maintenance personnel carried out the following improvements during the 1994/95 fiscal year: 


Montreal/Lake Ontario Welland Canal 


® Modernized and relocated the St. Lambert traffic e Installed lock wall control for Lock 2. 


control centre. 


e  Excavated Reach 2 to maintain sufficient water 


¢ Upgraded control equipment at Bridges 7A and | depth. 
7B in preparation for the implementation of | 
remote control operation. ¢ Replaced eye bars on 20 lock gates. 
le tenace wortonthe Mercier ° Rehabilitation work continued as follows: 
Bridge. - Shortening of the upper approach wall to 


Lock 3 by 50 metres. 


Completed concrete refacing of the west 
approach wall above Lock 6. 


Completed gate painting contracts for 2 sets of 
lock gates. 


New valve machinery installed for Valve No. 5, 
Lock 2. 


Rehabilitation of Bridge 19. 


FIVE-YEAR FINANCIAL SUMMARY 


(in thousands of dollars) 


1994/95 1993/94 1992/93 1991/92 1990/91 
MONTREAL/ 
LAKE ONTARIO SECTION 
Revenue $39,353 $32,910 $29,841 $28,553 $29,971 
Expenses 32,168 34,149 35,199 33,394 SON 
Income (Loss) from Operations 7,185 (1239) (5,314) (4,841) (7,606) 
Investment Income 1,616 1,788 1,860 2,299 3,087 
Final Settlement of Claim 2,750 - - - - 
Net Income (Loss) before Large Corporations Tax 11,551 549 (3,454) (2,542) (4,519) 
Large Corporations Tax 380 791 650 612 SU 
Net Income (Loss) 11,171 (242) (4,104) (3,154) (5,096) 
WELLAND SECTION 
Revenue 44,594 36,699 35,178 36,869 35:67 
Expenses 41,883 43,851 43,592 43,430 43,234 
Income (Loss) from Operations Pegi (4152) (8,414) (6,561) (7,617) 
Investment Income 2,104 2,295 2570 3,022 Bol 
Unusual Revenue Item - - - 5,709 - 
Net Income (Loss) before Large Corporations Tax 4,815 (4,857) (6,038) 2,170 (4,102) 
Large Corporations Tax 495 1,016 830 804 656 
Net Income (Loss) 4,320 (5,873) (6,868) 1,366 (4,758) 
TOTAL 
Revenue 83,947 69,609 65,019 65,422 65,588 
Expenses 74,051 78,000 78,747 76,824 80,811 
Income (Loss) from Operations 9,896 (8,391) (13,728) (11,402) (55223) 
Investment Income 3,720 4,083 4,236 Soil 6,602 
Final Settlement of Claim 2,750 - - - - 
Unusual Revenue Item - = = 5,709 - 
Net Income (Loss) before Large Corporations Tax 16,366 (4,308) (9,492) (372) (8,621) 
Large Corporations Tax 875 1,807 1,480 1,416 125$ 
Net Income (Loss) $15,491 $(6,115) $(10,972) $(1,788) $(9,854) 
THOUSAND ISLANDS BRIDGE 
Revenue $2,186 $2,267 $2,250 $2,364 $2,126 
Expenses 978 576 674 ; 510 502 
Income from Operations 1,208 1,691 1,576 1,854 1,624 
Investment Income 750 444 543 637 853 
Net Income before Large Corporations Tax 1,958 24185 2,119 2,491 2,477 
Large Corporations Tax 37 25 18 D? 22 


Net Income $1,921 $2,110 $2,101 $2,459 $2,455 
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MANAGEMENT’S REPORT 


The accompanying financial statements of The St. Lawrence Seaway Authority and all 
information in this Annual Report are the responsibility of management. 


The financial statements have been prepared in accordance with generally accepted 
accounting principles and necessarily include some estimates which are based on 
management’s best judgements. Information contained elsewhere in the Annual Report is 
consistent, where applicable, with that contained in the financial statements. 


To meet management’s responsibility and to assure the integrity and reliability of financial 
reporting, the Authority maintains a system of internal controls, policies and procedures to 
provide reasonable assurance that assets are safeguarded, and that transactions and events 
are properly recorded. 


The system of internal control is supplemented by an internal audit which conducts periodic 
reviews of different aspects of the Corporation’s operations. In addition, external auditors 
have full and free access to the members of the Authority, who oversee management’s 
responsibility for maintaining adequate control systems and the quality of financial 
reporting. 


The Auditor General of Canada is responsible for auditing the financial statements and for 


issuing his report thereon. 
46, ; OY 


Carol Lemelin 
Comptroller and Treasurer 


Cornwall, Ontario 
May 4, 1995 
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AUDITOR’S REPORT 


AUDITOR GENERAL OF CANADA VERIFICATEUR GENERAL DU CANADA 


AUDITOR'S REPORT 
To the Minister of Transport 


| have audited the balance sheet of The St. Lawrence Seaway Authority as at March 31, 1995 
and the statements of operations, deficit and changes in financial position for the year then 
ended. These financial statements are the responsibility of the Authority's management. My 
responsibility is to express an opinion on these financial statements based on my audit. 


| conducted my audit in accordance with generally accepted auditing standards. Those 
standards require that | plan and perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in all material respects, the financial 
position of the Authority as at March 31, 1995 and the results of its operations and the changes 
in its financial position for the year then ended in accordance with generally accepted accounting 
principles. As required by the Financial Administration Act, | report that, in my opinion, these 
principles have been applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Authority that have come to my notice during my 
audit of the financial statements have, in all significant respects, been in accordance with Part X 
of the Financial Administration Act and regulations, The St. Lawrence Seaway Authority Act and 
regulations, and the by-laws of the Authority. 


ae. 


D. Larry Meyers, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 4, 1995, except for Note 14 for which the date is June 2, 1995 
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BALANCE SHEET 


as at March 31, 1995 (in thousands of dollars) 


ASSETS 


Current 
Cash and term deposits 
Accounts receivable 
Accrued interest receivable 
Supplies inventory 


Long-term 
Investments (Note 3) 
Mortgages and other receivables (Note 4) 
Investment in wholly-owned Crown Corporations (Note 5) 


Capital assets (Note 6) 


LIABILITIES 


Current 
Accounts payable and accrued liabilities 
Large Corporations Tax payable (receivable) (Note 8) 


Long-term 
Accrued employee termination 
benefits (Note 3) 


Commitments and contingencies (Notes 9 and 10) 
Major restoration of the Seaway (Note 11) 
Future outlook of the St Lawrence Seaway system (Note 14) 


EQUITY OF CANADA 
Contributed capital (Note 7) 


Deficit 


Approved: 
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€ Kobe 


President Comptroller and Treasurer 


1995 


$ 21,322 
6,320 
906 
2,531 


31,079 


49,300 
2,091 
10 


510,452 
$ 592,932 


$ 9,482 
(8) 


9,474 


12,850 
22,324 


624,950 


(54,342) 


570,608 


$ 592,932 


1994 


(Restated Note 13) 


$ 22,120 
5,693 
1,004 
2,439 


21256 


27,846 
341 
10 


517,439 
$ 576,892 


$ 10,996 
552 


11,548 


12,148 
23,696 


624,950 


(71,754) 


553,196 


$ 576,892 


STATEMENT OF OPERATIONS 


for the year ended March 31, 1995 (in thousands of dollars) 


1995 1994 
Montreal/ 
Lake Thousand 
Ontario Welland Total Islands 
Section Section Seaway Bridge Total Total 
Revenues 
Tolls $ 37,479 $ 38,547 $76,026 $a: = $76,026 $59,260 
Leases and licenses 874 AD? 5,596 937 6,533 7,298 
Others 1,000 1325 2925 1,249 3,574 5,318 
39,353 44,594 83,947 2,186 86,133 71,876 
Expenses 
Operations, Maintenance 
and Engineering 19,182 25328 44,510 SA 45,081 49,754 
Administration 2,639 3,654 6,293 114 6,407 6,445 
Headquarters 3,298 4,294 7,592 87 7,679 8,409 
Amortization 6,601 7,970 14,571 206 14,777 12,837 
Employee termination benefits 448 637 1,085 - 1,085 1,129 
32,168 41,883 74,051 978 75,029 78,574 
Income (loss) from operations 7,185 Davee 9,896 1,208 11,104 (6,698) 
Investment income 1,616 2,104 B20 750 4,470 4,525 
Final settlement of claim (Note 12) 27150 - 2,750 - 2,750 - 
Income (loss) before Large 
Corporations Tax ESSAI 4,815 16,366 1,958 18,324 (2:13) 
Large Corporations Tax 380 495 875 37 912 1,832 
Net income (loss) for the year Sea $4,320 $15,491 $1,921 $17,412 ($4,005) 


STATEMENT OF DEFICIT 


for the year ended March 31,1995 (in thousands of dollars) 


1995 1994 
Thousand : (Restated 
Islands Note 13) 
Seaway Bridge Total Total 
Retained earnings (deficit), as restated (Note 13) $(88,572) $16,818 $(71,754) $(67,749) 
Net income (loss) for the year 15,491 1,921 17,412 (4,005) 


Retained earnings (deficit), end of the year $(73,081) $18,739 $(54,342)  $(71,754) 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


for the year ended March 31, 1995 (in thousands of dollars) 


OPERATING ACTIVITIES 


Cash Provided from Operations 


Net income (loss) for the year 

Items not requiring cash 
Amortization 
Provision for termination benefits 
Profit on disposal of capital assets 


Net change in working capital components 
other than cash and term deposits 
Payment of termination benefits 


Cash provided by (used in) operating activities 


FINANCING ACTIVITIES 


Cash provided by financing activities 


INVESTING ACTIVITIES 


Increase in long-term receivables 
Transfer of investments to short-term 
Purchase of long-term investments 
Increase in capital assets 

Proceeds from disposal of capital assets 


Cash used in investing activities 
Increase (decrease) in cash 
Cash and term deposits at beginning of year 


Cash and term deposits at end of year 


Working capital position at end of year 


Current assets 
Current liabilities 


1995 1994 
Thousand 
Islands 

Seaway Bridge Total Total 
$15,491 $1,921 $17,412 $(4,005) 
14,571 206 14,777 12,837 
1,085 - 1,085 1,129 
(951) - (951) (1,302) 
30,196 24127 32,323 8,659 
(674) (2,021) (2,695) 638 
(383) - (383) (1,956) 
29159 106 29,245 7,341 
(1,750) - (1,750) (145) 
E = 1,240 
(21,454) - (21,454) - 
(8,609) (106) (8,715) (7,755) 
1,876 - 1,876 1,611 
(29,937) (106) (30,043) (5,049) 
(798) - (798) 2,292 
22,120 22,120 19,828 
$21,322 Sy Mur $21,322 $22,120 
$31,079 - $31,079 $31,255 
22/5571) (13,083) 9,474 11,549 

$ 8,522 


19 


$13,083 


$21,605 


$19,706 


NOTES TO FINANCIAL STATEMENTS, MARCH 31, 1995 


1. Authority and objectives 
The St. Lawrence Seaway Authority was established in 1954 under The St. Lawrence Seaway Authority Act 
and is classified as a parent Crown Corporation under Schedule III Part I of the Financial Administration Act. 


The Authority was established to construct and operate a deep waterway between the Port of Montreal and 
Lake Erie together with such works and other property, including bridges incidental to the deep waterway, as 
deemed necessary by the Governor in Council. 


The St. Lawrence Seaway Authority Act confers upon the Authority the powers to borrow money and to 
produce revenue by levying tolls for the use of the deep waterway. The tolls that may be charged shall be fair 
and reasonable and designed to provide a revenue sufficient to defray the cost to the Authority of its operations 
in carrying out the purposes for which it is incorporated, which costs shall include: 


a) payments in respect to the interest on amounts borrowed by the Authority to carry out those purposes; 
b) amounts sufficient to amortize the principal of those amounts over a period not exceeding fifty years; and 


c) the cost of operating and maintaining the canals and works under the administration of the Authority, 
including all operating costs of the Authority and such reserves as may be approved by the Minister. 


Under The St. Lawrence Seaway Authority Act, tolls may be established by filing with the National 
Transportation Agency or by agreement between Canada and the United States. This agreement between the two 
countries is in the form of an exchange of notes in accordance with directions given by the Governor in Council. 


2. Accounting policies 
The financial statements have been prepared in accordance with accounting principles generally accepted in 
Canada. A summary of significant accounting policies follows: 


(a) Supplies inventory 
Supplies inventory comprises equipment and supplies used in the operation and maintenance of the Seaway 
and is recorded at cost. 


(b) Wholly-owned Crown corporations 
The Authority does not have the right and ability to obtain future economic benefits from the resources of 
two wholly-owned subsidiaries for purposes of the Financial Administration Act and the Authority is not 
exposed to the related risks. The investment in these two corporations, The Jacques Cartier and Champlain 
Bridges Incorporated and Great Lakes Pilotage Authority, Ltd., is recorded at cost. 


The Authority also owns all the shares of The Seaway International Bridge Corporation, Ltd., a subsidiary for 
purposes of the Financial Administration Act. However, this is effectively a joint venture with the Saint 
Lawrence Seaway Development Corporation since, based on an agreement, earnings after certain initial costs 
are repaid, will be divided equally. As a result, the investment is accounted for using the equity method. 


(c) Capital assets 
Capital assets are recorded at cost. Replacements and major improvements which increase the capacity of 
the deep waterway system or extend the estimated useful lives of existing assets are capitalized. Repairs 
and maintenance are charged to operations as incurred. The cost of assets sold, retired, or abandoned, and 
the related accumulated amortization are removed from the accounts on disposal. Gains or losses on 
disposals are credited or charged to operations. 


Amortization is recorded using the straight-line method based on the estimated useful lives of the assets. 


(d) Welland Canal and Valleyfield Bridge Rehabilitation Programs 

Funding received from the Government of Canada for these programs is accounted for by crediting the 
amount against the costs of related capital projects undertaken during the year. The non-funded remaining 
cost, which is to be recovered from the users, is capitalized and amortized. 


S 


(e 


(f) 


Employee termination benefits 

Employees of the Authority are entitled to specified benefits on termination as provided for under labour 
contracts and conditions of employment. The liability for these benefits is recorded in the accounts as the 
benefits accrue to employees. 


Pension plan 

All employees of the Authority are covered by the Public Service Superannuation Plan administered by the 
Government of Canada. Contributions to the Plan are required from both the employee and the Authority. 
These contributions represent the total liability of the Authority and are recognized in the accounts on a 
current basis. 


The Authority is not required under present legislation to make contributions with respect to actuarial 
deficiencies of the Public Service Superannuation Account. 


(g) Employee life insurance plan 


The Authority provides a life insurance plan for its employees. Surpluses and deficits from the plan are 
included in revenues or expenses in the year in which they are incurred. 


(h) Insurance 


(i) 


Q) 


The Authority assumes substantially all risks in relation to compensation and damages to its locks. 
For all other assets the Authority carries conventional insurance. 


Thousand Islands Bridge 

In September 1976, the Minister of Transport entrusted the Authority with the management and operation 
of the Thousand Islands Bridge, while the real property was vested in the name of Her Majesty in Right of 
Canada. Subsequent capital expenditures made by the Authority to improve the Bridge have been recorded 
as capital assets. The retained earnings of the Bridge represent its cumulative earnings since 

September 1976. 


These financial statements have segregated the operations of the Thousand Islands Bridge on the premise 
that its management and operation by the Authority is independent of Seaway operations. 


Incentive Tolls Program 
The Authority offers toll rebates on certain cargoes to promote increased traffic, and thus increase revenues. 
The rebates are debited to toll revenues earned during the year. 


3. Long-term investments 
In order to provide for future operating requirements, including emergencies and cash deficits, of the 
St. Lawrence Seaway and for future employee termination benefits, the Authority has set aside the following 
long-term investments: 


ADDR eA oe 1994 
Operating requirements: (in thousands of dollars) 
= Government of Canada Bonds, maturing on varying dates up to 1995 $ - $ 6,086 
ar value (1994 - $6,000) 
Market value (1994 - $6,180) 
- Investment Certificates with various maturity 
dates between | and 4 years and with 
various interest rates 36,300 8,760 
Termination benefits: 36,300 14,846 
- Deposit with Consolidated Revenue Fund, 
maturing April 1995 13,000 13,000 


$ 49,300 $ 27,846 
4, Long-term mortgages and other receivables 
The Authority has entered into long-term mortgages for the sale of parcels of land. The long-term receivables 
outstanding at March 31 are as follows: 


1995 __ 1994 
(in thousands of dollars) 
Mortgages 
8 and 9% interest, recoverable in monthly payments $ 1,138 $ 166 


amortized over terms not exceeding 20 years 
renewable every 2 and 3 years 


Deferred portion of bridge user charge from The 953 175 
Seaway International Bridge Corporation Ltd. Interest — = 
varying based on Canada Treasury Bills, with no $ 2,091 $ 341 


set repayment schedule, == : 
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Wholly-owned Crown corporations and related parties transactions 
Investments consist of the following: 


No. of shares Cost 
Great Lakes Pilotage Authority, Ltd. (GLPA) 15 $ 1,500 
The Jacques Cartier and Champlain Bridges Incorporated (JCCBI) 1 100 
The Seaway International Bridge Corporation, Ltd. (SIBC) 8 8,000 
$ 9,600 


The Authority is related in terms of common ownership to all Government of Canada created departments, agencies 
and Crown corporations. The Authority enters into transactions with these entities in the normal course of business. 


During the year ended March 31, 1995, the Authority provided JCCBI with certain engineering and 
administrative services for which it charged $563,767 (1994 - $678,829). At March 31, 1995, $76,579 was 
receivable (1994 - $121,967). 


Based on the joint venture agreement, the Authority is entitled to the excess of revenues over expenses of SIBC 
for the year ended December 31, 1994. The Authority’s construction and interest costs related to the North 
Channel Bridge being fully amortized, the excess was distributed on an equal basis based on the joint venture 
agreement between the Authority and the Saint Lawrence Seaway Development Corporation which established 
SIBC (1994 - $339,991; 1993 - $158,835). It also paid $101,878 (1994 - $55,039) for engineering and 
administrative services provided by the Authority. 


The Canadian Coast Guard provides the Authority with navigational aids services. The fee paid by the 
Authority for this service during the year amounted to $600,000 (1994 - $600,000). 


Capital assets 


1995 1994 
Amortization Accumulated 
rate Cost amortization Net Net 


(in thousands of dollars) 


Seaway 
Land - $ 28,355 $ = $ 28,355 $ 29,195 
Channels and canals 1% 266,521 97,329 169,192 164,877 
Locks 1% 230,278 90,943 139,335 141,713 
Bridges and tunnels 2-4% 12227 59,311 62,916 64,747 
Buildings 2% 13,240 8,273 4,967 5,288 
Equipment 2 - 20% 36,287 26,950 9337 13,326 
Remedial works 1% 121,407 31,402 90,005 91,256 


Work under construction = 688 - 688 1,281 
$819,003 $314,208 $504,795 $511,683 


Thousand Islands Bridge 
Improvements 2-10% 6,723 1,066 5,657 5,756 


$825,726 $315,274 $510,452 $517,439 
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Subsequent additions to assets are amortized over the remaining estimated useful life of the initial group of 
assets to which the addition is related. The estimated useful life of these assets is for periods that vary between 
2009 and 2083. 


The estimated useful life of all Information Technology assets has been revised in 1994/95 from 10 years to 5 
years. This revision results in an amortization expense that is higher by $1,929,210 in the current financial 
year. It will also result in an annual amortization expense totalling $1,196,560. 


The Authority is currently reviewing its capital asset policy which includes an assessment of the estimated 
useful life of all major physical assets. This exercice is anticipated to result in a major devaluation of the 
Authority’s capital assets and impact materially on the Authority’s financial results. 


Welland Canal Rehabilitation Program 

In 1985, the Authority engaged consultants to examine in detail, and report on, the structural condition of the 
Welland Canal system. The report was submitted during 1986 and, as a result, a seven-year $175 million 
rehabilitation program was established to refit the Welland Canal and ensure a continued safe and reliable 
waterway into the 21st century. The program consisted of refurbishing the lock walls, stabilizing the canal 
banks and approach walls, and rehabilitating ancillary structures. 


During 1986, the Government of Canada approved funding for the financing of the Welland Canal 
Rehabilitation Program. The funding of $175 million, which terminated in 1993, has been deducted from 
related works under construction. 


Valleyfield Bridge Rehabilitation Program 
In 1987, Hydro-Quebec undertook an in-depth inspection of the bridge which led to the Rehabilitation Program 
for the Valleyfield Bridge. The Authority’s share of the Rehabilitation represents 25% of the total cost. 


A Treasury Board decision, rendered in 1992, made the Authority responsible for $17.8 million of the cost of 
work completed at March 31, 1992. All work was completed at March 31, 1993 and the costs to be funded by 
the Government of Canada amounted to $8.4 million, $1.0 million of which is included in accounts receivable. 


Contributed capital 

As of April 1, 1977, loans from Canada of $624.95 million were converted to equity by parliamentary 
appropriation. This amount was recorded as contributed capital. The parliamentary appropriation authorizing 
the 1977 conversion of loans from Canada to equity also authorized the Minister to fix, from time to time, the 
amount that shall be paid by the Authority annually out of its toll revenue as a return on capital. No return on 
capital has been required to be paid for the years ended March 31, 1995 and 1994. 


Income taxes - Large Corporations Tax 
The Authority, as a prescribed Federal Crown corporation, is subject to the provisions of the Income Tax Act. 
The Authority is not subject to any provincial income taxes. 


Currently, unamortized capital cost for tax purposes is in excess of the net book value of capital assets by 
approximately $203 million. The tax effect of this excess has not been recorded in the accounts of the 
Authority. The Authority also has a taxable loss of $2.7 million which is available to reduce the taxable income 
of future years. | 


10. 


1: 


12. 


13. 


14. 


15: 


Commitments 


At March 31, 1995, contractual obligations for capital and other expenditures amounted to $1.4 million (1994 - 
$1.5 million). The commitment for the future minimum operating lease payments, required for office space for 
a term in excess of one year, is as follows: 


(in thousands of dollars) 


1995/96 269 
1996/97 179 


Contingencies 

There is a total of $58 million in claims instituted against the Authority. These arise from the breakdown of the 
Valleyfield bridge in November 1984, the October 1985 Lock 7 wall blow-out, compensation and damages in 
connection with the expropriation of lands and various other claims. The Authority is contesting all these 
claims and their outcome cannot be determined at this time although management is of the opinion that these 
actions will not result in any material losses to the Authority. The Authority is also the claimant in certain 
other pending or threatened claims and lawsuits. 


In the past few years, the Authority has become aware of environmental damage to its properties. The magnitude 
of the future removal and site restoration cost cannot be reasonably determined at this time. However, 
management is of the opinion that the expenditures required will not have a material adverse effect on the 
Authority’s financial position. 


Major restoration of the Seaway 

The amount of funds provided by operating activities and the level of long-term investments for future 
operating requirements will not be sufficient to finance the major restoration projects of the St. Lawrence 
Seaway in the foreseeable future. The Authority will require outside financing of these projects. 


Final settlement of claim 
One of the pending claims was settled at the beginning of the year and an amount of $2,750,000 was recovered 
for the costs of repairs to the St. Louis Bridge. 


Correction of error in prior year 

The Authority had transferred some parts of the Welland Canal Road and Haulage Road in the St. Catharines 
area in a prior year. The opening balance of the 1994 deficit was restated for the write-off of the net book value 
of the assets which amounted to $878,890. 


Future outlook of the St. Lawrence Seaway System 

On June 2, 1995, in St. John’s Newfoundland, the Minister of Transport announced the Government’s intention 
to commercialize the St. Lawrence Seaway system. The Department of Transport is explering options which 
would significantly modify The St. Lawrence Seaway Authority as established in 1954 under the St. Lawrence 
Seaway Authority Act and currently classified as a parent Corporation under Schedule III of Part I of the 
Financial Administration Act. Some of the options explored by the Department of Transport, if realized, would 
likely have a significant impact on the corporation’s financial situation and results. 


Comparative figures 
Some of the 1994 comparative figures were reclassified to conform to the presentation adopted in 1995. 
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Re-Engineering Ourselves 

‘Transit Time Standards 

Vessel Location Information 

The Service Team Approach 

The Measurement of Our Progress 

Infrastructure Management 

Winter Work Ensures Safety and Reliability 

Recognizing Our Staff 

New Collective Agreements 

Satisfied Customers: Our Best 
Business Strategy 


A Long Operating Season 
Promotion Pays 
Market-Sensitive Tolls 
Optimizing Assets Brings in Cash 


Seaway Summits 
Increased Commercialization 
Prospects for 1996 
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| \ President Message 


A SECOND 
SUCCESSFUL YEAR 


he 1995 navigation season brought 

profits for the second year in a row to 

The St. Lawrence Seaway Authority, a 
testament to continuing improvement in 
economic conditions and to the Authority’s 
deepening corporate focus on customer 
service and controlling costs. 

1995 was a dynamic and productive year, 
both in terms of Seaway operations and the 
evolution of the corporation. A total of 3,868 
vessel transits with over 48.1 million tonnes of 
cargo passed through the system, generating 
more than $83 million in gross revenue. At 
the beginning of the season, mild weather 
permitted the system to open for navigation 
earlier than in any of the past 15 years. The 
Montreal-Lake Ontario section experienced 
the longest operating season since the Seaway 
opened in 1959. Our work to attract new 
business through toll incentives and adjusting 
rates to market conditions paid off with an 
estimated 1.5 million tonnes of additional 
cargo and 43 vessels transiting the system for 
the first time. Overall, The St. Lawrence 
Seaway Authority generated a net profit of 
$1.68 million from operations and added 
$8.4 million to the capital fund in 1995. 


LAYING STRONG FOUNDATIONS 


A more lasting positive impact on Seaway 
operations, however, will result from activity 
behind the scenes. For the last 18 months, the 
Authority has been working to focus our 
entire organization on improved customer 
service. Bringing the Quality Service 

Initiative from inception to reality has been no 
easy task. Involving research, consultation 
with customers, process re-engineering, and 


the development 
of a new service 
team approach to 
operations and 
maintenance, this 
corporate project 
will continue to 
evolve for many 
years. In 1995, 
several important 
milestones were 
reached that are 
already 
beginning to 
enable us to serve 


customers more efficiently, consistently and 
effectively. 

Although shippers have long recognized 
that the Seaway is a cost-efficient, safe and 
reliable alternative for traffic to and from the 
centre of North America, a baseline customer 
survey in 1994 suggested that improvements 
were possible, particularly in transit time and 
vessel location information. The satisfaction 
rate for these factors was 50%, while 
satisfaction with vessel integrity while 
transiting the system was 85% and with transit 
costs vs projections, 95%. As a result, a series 
of quality improvement teams were created in 
1995 to research and make recommendations 
on transit time standards, vessel location 
information, performance measurement and 
staff rewards and recognition. 

These teams have reported to the 
Corporate Quality Council, established in 
1994, which provides leadership, support and 
personal commitment for ongoing quality 
initiatives. Transit time standards, set in 
consultation with carriers, shippers and 
receivers, are now being implemented. As well 
as setting benchmark standards for each 
section of the Seaway, the system will allow us 


to identify the causes of delays so that they can 
be effectively reduced. The Authority has also 
started to implement an improved vessel 
location information system which will 
pinpoint more accurately the location and 
arrival time of all vessels in the Seaway. 

Two of the past year’s achievements will be 
instrumental in ensuring continuing 
improvements in customer service. One is the 
new and comprehensive performance 
measurement system, which will be 
implemented during the coming year. The 
new performance measures integrate all aspects 
of the Corporation’s activities: customer 
satisfaction, competitiveness, asset 
management, business results, continuous 
improvement, and employee satisfaction, and 
will report results from day-to-day operations 
up to the level of corporate strategic planning. 
The other is an infrastructure management 
system, begun in 1992 and completed in 1995, 
which will help the Authority manage the risks 
of its aging infrastructure by improving the 
way we set priorities for repairs and capital 
projects. 

We have also harmonized the operations 
of the eastern and western sections of the 
Seaway by implementing a service team 
approach to major points of customer contact 
in both regions. Because the Welland Canal 
was operational for many years before the rest 
of the Seaway, the western and Montreal-Lake 
Ontario sections have had different operating 
structures since 1959. Better customer service, 
streamlined operations and lower costs will 
result from these improvements. 
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Combined with ongoing process re- 
engineering, these innovations lay a solid 
foundation for the Seaway's future. We have 
identified our customers’ needs, we know what 
to do to meet them, and we have the tools to 
measure our success and improve on it. 


PREPARED TO MEET THE 
CHALLENGE OF THE FUTURE 


As a corporation, the Authority has set goals, 
and has met them successfully. In doing so, we 
have discovered that improved customer service 
is a way of life, and our best strategy for 
meeting a future that is increasingly 
competitive and filled with uncertainties. We 
do not yet know what the full impact will be of 
the government's new National Marine Policy, 
of changes in economic and industrial 
conditions, or the end of the Western Grain 
‘Transportation Act subsidies. What we do 
know is that the Seaway will continue to 
provide a viable alternative for shippers in 
Canada, the United States and around the 
world, provided we remain competitive in our 
costs, efficient in our operations, and responsive 
to the needs of our customers. 


Lea 


G. R. Stewart, President & CEO 


Working with our 
partners, we are 
leaders in meeting 
our customers’ 
transportation needs. 


he mandate of The St. 
Lawrence Seaway 
Authority since 1954 


has been to construct, operate 
and maintain a deep draft 
waterway between the port of 
Montreal and Lake Erie. The 
Authority has been entrusted by 
the federal government to 
manage the Seaway 
International Bridge 
Corporation Ltd., the Jacques 
Cartier and Champlain 
Bridges Incorporated and the 
Thousand Islands Bridge. The 
St. Lawrence Seaway 
Authority also operates 13 locks 
and connecting channels. 
Together, they form the gateway 
to some 245,750 square 
kilometres of navigable waters, 
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served by 15 major international 
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Combined traffic by commodity 1995/96 


Other Bulk 
12.32 MT (26%) 


General Cargo 
4.72 MT (10%) 


Grains 
15.16 MT (31%) 


Coal 
4.00 MT (8%) 


Iron Ore 
11.87 MT (25%) 


Note: Grain includes wheat, barley, corn, etc.; Other Bulk includes stone, petroleum, etc; General Cargo includes steel, slabs, etc. 


Other cargo vessels 
372 vessels (10%) 


Ocean-going 
953 vessels 
(25%) 


Approaching our fifth 
decade of service, more than two 
billion tonnes of cargo have 
passed safely through the 
Seaway, carried by more than 
250,000 vessels, making this 
the world’s most valuable inland 
waterway. The Seaway 
contributes an estimated 
$2.1 billion annually to the 
Canadian economy and supports 
over 17,500 full-time 
equivalent jobs. In maintaining 
safe and reliable access to this 
important water transportation 
system, The St. Lawrence 
Seaway Authority makes a 
major contribution to Canada’s 
prosperity as well as Canada’s 
competitiveness in the world 
economy. 


Vi 


Overview 


We are committed to 


he Five year review of total revenue and expenses i Revenue 
providing an excellent, low cost BH Expense 
transportation service to and 100 


from the heartland of North 
America for shippers from 
some 50 countries around the 
world. The direction set by 
our 1992 strategic plan, 
Vision 2002, has led us to 
adopt a customer-centered 
focus for all corporate 
activities. Customer 
satisfaction has become the 
driving force behind all aspects 
of Seaway business, from 
maintenance and facilities 
improvement to traffic control, 
vessel information services and 
performance measurement. 

In pursuing this course, 
the Authority recognizes that 
the future of the Seaway as a 
major transportation route is 
dependent on satisfying 
customer needs for cost- 
effective, reliable and speedy 


Dollars 
{in millions) 


"1991 1/9 1992/93 1993/94 1994/95 1995/96 


service. Plans, based on 
consultations with customers and 
partners, involve continued re- 
engineering of all major processes to 
reflect new quality service guidelines. 
Already implemented and beginning 
to show results is a service team 
approach to handling operational 
and administrative functions. 


The Authority’ 
commutment to sustained 
improvement and consultation 
with customers and partners 
combined with a more confident 
economic climate, has resulted in 
a net profit the second year in a 
row. Seaway staff will continue 
to work with our American 
counterpart, the Saint 
Lawrence Seaway Development 
Corporation, carriers, and other 


Total combined traffic to/from Canada and the U.S.A. 


1 RRC feast Pm ee RS a NT nr ee SCRE A MRT marine partners to ensure that 
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| receivers, and to shareholders. 
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‘TARGETS 


‘To increase customer 
satisfaction by: 
° multi-skilled service teams 


* quality service, supported 
by quality indicators and 
performance measurement 


e safe and reliable facilities 


1995/96 Performance 


ACHIEVEMENTS 


approved quality service implementation plan 

established service teams in all operational areas; specialized skills 
training will continue until 1998 

trained all staff in quality service orientation 

identified customer needs and quality requirements; identified 
transit time standards 

provided new tie-up service at lock approach walls 

completed improvements to radio communications 
implemented quality indicators and performance measurement 
system for customer satisfaction 

completed infrastructure management system 

major maintenance and restoration projects under way: an 
investment of $18 million 


To reduce costs by: 
* reducing staff 


* maintaining only 
navigational structures 

* high occupational health 
and safety standards 


© cost-effective use of 


technology 


decrease of nine positions since March 1995 (half a million 
dollars saved annually) for a new staff complement of 733 
transferred minor bridges to jurisdictions in the Niagara Region; 
negotiations under way to close two additional bridges 
incorporated health and safety indicators in performance 
measurement system; since 1986, reduced accidents by more 
than 50% and their severity by more than 66% 

completed long term information plan to align investment in new 
technology with corporate objectives 


‘To increase revenues by: 

* expanding our market 
share through market 
sensitive tolls and 
attracting downbound 
cargoes 


* strategic alliances 


* optimizing revenues from 
all assets 


added 275,000 tonnes of coal to New Brunswick and Europe by 
adjusting rates to market conditions 

moved approximately 17,000 tonnes of canola meal destined for 
North Carolina 

generated an estimated 1.5 million tonnes of new business under 
Incentive Toll Program (net additional revenue of $1.4 million) 
participated with our partners in business development activities: 
trade missions, exhibits, customer visits 

met 1995 expense requirements 

increased capital fund by $8.4 million 

sold eight properties for $1 million 

performance indicators in place to monitor competitiveness and 
revenue generation 


he St. Lawrence Seaway Authority's 

customers include all those concerned 

with transporting goods through the 
system’s canals and locks: cargo shippers, 
carriers and receivers. Customers recognize 
the Seaway as a safe and reliable transportation 
system for commercial vessels; however, in 
today's increasingly competitive climate, the 
time and cost of transiting the system have 
gained importance as factors in choosing 
between route and transportation mode 
options, as has the general demand for quality 
service. 


RE-ENGINEERING OURSELVES 


Over two years ago, the Authority formally 
committed itself to putting customer service 
first, making it the driving force behind every 
aspect of its business. Our goal is to meet or 
exceed customer expectations, consistently and 
at the lowest possible cost; we are committed to 
providing low cost excellence. To realize this 
objective, we embarked on a comprehensive 
program of organizational change and 
development, beginning with a focused effort 
to understand our customers and to determine 
what kind of service they expect. An initial 
survey in 1994 identified two factors of major 
importance: the transit time of vessels through 
various sections of the Seaway; and the need to 
improve the way we report the precise location 
of vessels, so that their arrival time can be more 
accurately predicted, both at locks and at their 
destination ports. 

As a result of this survey, and in 
recognition of other quality service needs, some 
immediate improvements were made in staff 
training and radio communications. In 
addition, five teams were set up to research and 
make recommendations on transit time 
standards, vessel location information, 
performance measurement, engineering, and 
staff rewards and recognition. These teams 


worked diligently throughout 1995 to develop 


Satisfying Our Customers 


their recommendations, which are now being 
implemented. A new program of intensive 
staff training has been initiated and will 
continue. As a result, the Authority now has a 
comprehensive and integrated set of 
benchmarks for customer satisfaction in 
critical areas, the tools with which to measure 
performance, and the ability to make ongoing 
improvements. 

We have also begun to implement a team 
approach to operations. A second customer 
survey and meetings with customer 
representatives in 1995 indicated that 
improvements are becoming apparent. A 
great deal has been accomplished in the past 
year, laying a solid foundation for further 
achievements. 


‘TRANSIT TIME STANDARDS 


This task force worked closely with carriers, 
shippers and receivers to establish time 
standards for vessels transiting each section of 
the Seaway. These standards have now been 
established as objectives to be achieved and, 
where possible, surpassed in the next few 
years. They have been communicated to all 
staff, and those involved in meeting the 
standards have received necessary training. 
The standard is that the St. Lawrence 
Seaway will process 95% of vessels through 
each section within four hours of the section's 


AVERAGE 90% OF | 95%0F 
TRANSIT TRANSITS TRANSITS 
WITHIN (HOURS) | WITHIN(HOURS) 
ra seit APTE ore Tanai S 
ve VELLAND ee Fes 


UP & DOWN 


TR ITDEAL /LAW 
Pe a Sah cs RE, | 
[hc NON 


INLAND 


OCEAN 
UP 23 21-25 19-27 
DOWN 22 20 - 24 18-26 


Dy Satisfying Our Customers 


average transit time, and 90% of vessels within 
two hours of the average time. On the basis of 
3,000 vessels in a season, only 150 ships (5%) 
may exceed the average transit time by more 
than four hours. Clearly, long system 
shutdowns must be avoided, but the Seaway's 
record is good: since it opened, the system has 
experienced less than 1% down time. 

Special delay codes have been developed 
to help identify clearly the causes of each delay 
in vessel transit, and assign ownership of the 
delays. Delays are classified in five groups: 
vessels (including accident, breakdown, 
regulations); structures (including breakdown, 
equipment operation, maintenance); 
environment (wind, visibility, ice, water levels); 
partners (including hydro, pilots, railways); and 
traffic management ( including waiting in line 
and navigation aids deficiencies). Those that 
are controllable by the Authority will be 
rectified promptly; those that are the 
responsibility of a customer or partner such as 
security or pilotage delays, will be negotiated 
on the basis of specific information. 


VESSEL LOCATION INFORMATION 


The Seaway’s vessel location information 
system provides computerized data on the 
whereabouts of all ships in the waterway. This 
data is used for traffic control by the Authority 
and by shippers and receivers to estimate the 
arrival times of goods and to plan docking 
activities. The system is now being upgraded to 
provide greater reliability, accuracy and detail. 
Improvement targets have been established in 
consultation with customers. 

We have installed new data lines at three 
locations, added new control points, and made 
changes in programming to improve reliability. 
This will enable automatic retrieval of 
information on vessel position and estimated 
time of arrival. Monitoring procedures have 
also been improved. In general, the changes 
involve making better use of technology 


already available, but other modifications to 
the system over the next year may include 
replacing the present ENCORE traffic control 
system in the Niagara Region with a new and 
more reliable computer system. Systems will 
also be developed to measure data entry 
performance and compare it to established 
targets. 


‘THE SERVICE TEAM APPROACH 


The main points of customer contact on the 
Seaway are the locks and other structures that 
affect the flow of vessel traffic. In the past 
year, the Authority has implemented a service 
team approach to carry out the tasks required 
at each of these locations. The teams 
amalgamate operations and maintenance 
personnel, reducing operating costs and 
making gains in quality and productivity, while 
providing more fulfilling jobs and 
opportunities for staff. 

‘Team members are receiving additional 
training to become multi-skilled in functions 
related to the lockage of ships and the 
technical skills required to maintain the locks. 
Many are assuming new roles and 
responsibilities that will raise the level of 
service provided to the ships passing through. 
In particular, these teams will play a key role in 
helping the Authority meet and improve its 


CUSTOMER SATISFACTION 
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new transit time standards and implement an 
improved vessel location information system. 

This flatter organization, with its 
increased reliance on pooling the combined 
knowledge, skills and talents of team members, 
will result in improved service for customers, 
as well as more efficient use of human 
resources. New service teams will continue to 
be trained and launched until the end of 1997, 
when implementation will be complete. 


‘THE MEASUREMENT 
OF OUR PROGRESS 


Developed between March and November 
1995, the new performance measurement 
system aligns activities throughout the 
organization to focus on customer needs and 
links customer satisfaction with employee 
satisfaction. It identifies critical success factors 
and indicators that will warn of any need for 
timely action, giving the organization the key 
tools to meet customer satisfaction objectives. 
It will help measure and improve performance 


WHAT WE ARE MEASURING 


N Satisfying Our Customers 


LONG TERM 
Global Trends 
Summary 


à ; Planning and 
MID TERM 2 


Specific Trends 
Regional 
Local Reports 


DAY TO DAY 
Details 
Fast Response 


not only in terms of the Seaway's cargo- 
carrying customers, but also the services 
various parts of the organization provide inside 
the corporation. 

Implementation will continue through 
three six-month phases, but customer 
satisfaction measures were available for the 
start of the 1996 navigation season. Automated 
data collection and distribution will ensure 
timely and accurate indicators. 


CUSTOMER SATISFACTION ~ including transit time ne achievement indicators aa Megas 
COMPETITIVENESS — covering market share and pricing Le RARES Seta OMR aye 
ASSET MANAGEMENT — with a new reliability index to focus attention on il infrastructure acne 


BUSINESS RESULTS — introducing a cost per lockage concept and sae ne peat and nani ss 


information 


CONTINUOUS IMPROVEMENT — with indicators of project and process tee y 
EMPLOYEE SATISFACTION — built from an employee re and safety indicators 


CRITICAL SUCCESS FACTORS. 


+ efficient and reliable transits 
° competitive prices; compatible costs 
* increase in percentage of funds for major works 


+ productivity gains to make routine operations less costly : 


° on added processes on effectively support à 
oe main business | strategies # 
as Pea employee satisfaction that will I prompt 
urther improvements | : 


REPAIR AND 
_ REHABILITATION 


HIGHLIGHTS 


The routine 


* painting lock valves and gates, repairing 
concrete, and replacing worn or 
damaged timber fendering along lock 
approach walls throughout the system 


The heavy-duty 

* first complete overhaul of ae drive 
mechanism of the bridge on Highway 20 

- at Allanburg, Ontario, built in 1929 

* replacing hinges on ten lock gates in the 
Welland Canal, which required jacking 
up 500-tonne gates 

* repair to sector gates at Lock 7, which 
give emergency protection against water 
inflow; 30-tonne steel stop logs had to 
be placed across the canal to hold back 
the water so repair crews could reach the 
gates; then the 15-tonne lock operating 
valves were repaired 

° replacing the 600 volt lock power 
distribution systems, and upgrading the 
Flight Locks' electrical control systems 


In the Montreal-Lake Ontario section: 

* realignment of valve machinery 

* installing a DGPS positioning system on 
a Seaway sweep scow 

* automation of two rail and vehicular 
bridges 

* modifications to electrical distribution 
system at Lock 3 

* replacement of gare heating pipes at 
Lock 4 

e installation of CCTV system at Iroquois 
Lock for vessel monitoring 


N Satisfying Our Customers 


INFRASTRUCTURE MANAGEMENT 


Changes have been made in the structure of 
the Engineering Services division, which 
provides construction and repair expertise. A 
task force was active in the past year in 
defining and mapping out business processes 
for interaction between the Regions and 
Engineering Services. Improved processes for 
planning, budgeting, project management, 
contract administration, dealing with 
unforeseen and urgent projects, and internal 
communications will contribute to more cost- 
effective management of major maintenance 
and capital projects, as part of the Seaway’s 
new infrastructure management system. Aging 
infrastructure makes this a vital aspect of 
Seaway operations. 


WINTER WORK ENSURES 
SAFETY AND RELIABILITY 


Each winter, every major component of the 
225 kilometre Seaway canal system is inspected 
and made ready for the coming season. During 
the winter shutdown period of 1995-96, more 
than $4.9 million was invested in repairs and 
improvements to lock equipment, canal 
infrastructure, and bridges. 
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RECOGNIZING OUR STAFF 


The Authority recognizes that our staff is the 
essential component in everything we do. The 
changes brought about by our new corporate 
focus, implementing transit time standards 
and service teams, organizational restructuring 
and downsizing, and process re-engineering 
have all placed great demands on Seaway staff, 
who are responding extremely positively. It is 
appropriate, therefore, to pay attention to the 
ways in which we recognize and reward these 
efforts. 

A task force consulted with staff focus 
groups and visited Dosfasco Inc., Stelco Inc. 
and Via Rail to obtain ideas for best practices 
in rewards and recognition. Their goal was to 
prepare recommendations for a corporate 
system which motivates and sustains employee 
efforts and achievements that contribute to the 
Seaway's vision, values and successes. Under 
implementation are a mix of initiatives that 
recognize individual and team efforts, both 
performance and non-performance related. 
They range from the timely "thank you-gram", 
a personal note to employees who have 
excelled at a targeted work practice, followed 
up by public recognition in a monthly bulletin, 
to a systematic performance enhancement 
program and monetary rewards. 


NEW COLLECTIVE AGREEMENTS 


If the Authority's efforts are to be focused 
effectively on customer service, management 
and unions must work together. Seaway 
management and union leaders have agreed to 
use a "mutual gains bargaining” or "interest- 
based problem solving" approach to settling 
disputes. A total of 62 staff members, including 
senior and middle managers and union and 
management negotiating committees have 
completed training in these techniques, and 
the approach is being used in the 


implementation of service teams and in 
negotiations for new collective agreements. 

In December 1995, the successful 
negotiation of new contracts with 535 
operational and maintenance workers and 110 
supervisory staff, all members of the Canadian 
Auto Workers union, ensured that the Seaway 
would continue to operate without 
interruption. 


SATISFIED CUSTOMERS: OUR 
BEST BUSINESS STRATEGY 


More discriminating and demanding 
consumers, combined with a new era of 
competition in freight transportation will make 
the next years challenging ones for The St. 
Lawrence Seaway Authority. Significant 
changes in the way we serve customers, and in 
organizational structures, planning, and 
evaluation methods will help us meet our 
customers’ high expectations for many years to 
come. 

But the work has not stopped. Better 
customer service is something that will 
continue to evolve over time; and each step we 
complete provides ideas and impetus for doing 
better in some other area. At the end of the 
1995 season, three new task forces were 
established. One team will work on 


yy Satisfying Our Customers 


recommendations for re-engineering the tolls 


and statistics processes, to save time both for CUSTOMERS CAN NOW 

the Seaway and its customers. Another will 

tackle the important task of reviewing and _ REACH US VIA THE 

refining the process of maintenance planning INTERNET 

and delivery. The third group will examine and 
improve traffic management functions within The St. Lawrence Seaway Authority 
the Seaway. Their efforts will begin to show is now accessible on the Internet. 


results in the next year. For queries, our e-mail address is 
<marketing@seaway.ca> 

= Information is also available at our 
web site: http://www.seaway.ca 


IN 1995, OUR CLIENTS HAD THE BENEFIT OF 


* tolls at 1993 levels 
*the earliest system opening in 15 years 


°24-hour navigation from opening day on the Welland Canal, and from March 29 
on the Montreal-Lake Ontario section 


the re. operating season in the Montreal-Lake Ontario section since the Seaway opened 
(280 days, from March 24 to December 28) 


°277 days of navigation on the Welland Canal 
¢$1 million in discounts under the Incentive Tolls Program 
*continuation of the draft increase from 7.92 to 8.0 m for the entire season 
on the Welland Canal and from March 28 to December 15 in the eastern section 
*average transit time of 20.8 hours, a reduction of 0.6 hours over last year, in 
the Montreal-Lake Ontario section 
*average Vus transit time of 14 hours, a decrease of 1.1 hour from last year, 
on the Welland Canal 
° ou length of vessel permitted to use Seaway system increased from 222.5 m (730’) to 

225.5 m (740’) and extreme breadth increased from 23.16 m (76’) to 23.8 m (78°) 
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reasonably healthy economic climate, 

combined with the efforts of our staff, 

produced the second profitable year in a 
row for the Seaway, with a net income of $1.68 
million. The Authority employed a number of 
strategies to increase revenues: promotional 
activities, business development, land disposal, 
and market-sensitive tolls. A longer operating 
season also added to revenues. 


A LONG OPERATING SEASON 


After an early start to the season (March 24), 
heavy traffic demand also required the Seaway to 
remain open beyond the announced closing dates. 
With very cold temperatures in the closing 
period, operation in the ice covered channels was 
continued with the assistance of ice breakers. 
Tugs hired by the Authority cleared ice off the 
lock walls and assisted ships around the lock areas. 
Because of the below-normal temperatures and 
heavy ice conditions, surcharges were levied on 
the 14 vessels that entered the Montreal-Lake 
Ontario section between December 21 and 
December 24. Four vessels were allowed to pass 


through the Welland Canal, under a written 


os 


re 


CT : WII 


ey 
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EVENT Loco | 


¢ Europort (Amsterdam, Holland) 
+ South East Feed Grain Conference (Asheville, 
~ North Carolina) and customer visits | 


e Western Canada Farm Prose Show eps) = 

° AgDays (Brandon) 

* Mississippi Coal Valley Coktacicé Ne ew 
Orleans) and customer visits 

__ © American Institute of Iron and Steel (Nex ew 

York) and customer visits nie 

+ Customer visits (Cyprus, Turkey). 

+ Customer meetings (Quebec City, Sept-Îles). 

° Canadian Coast has Open House 


eg 


See PRET Ft a ee RSS at 


e shipowners and other shipping i iter à 
+ coal, steel, grain, transshipment se services | he 


Increasing Our Revenues 


agreement, after the official closing time of 8:00 
a.m. on December 24. The Welland Canal 
finally closed on December 25. The last vessel 
exited the St. Lambert Lock in the eastern 
section on December 28, and the 1995 
navigation season was officially closed. 


PROMOTION PAYS 


Promotional efforts were targeted to attract new 
vessels to the system, and were concentrated 
largely in North America, with the main selling 
points being quality service, cost-effectiveness 
and safety. As well as emphasizing the benefits of 
the Seaway, staff members took advantage of 
these opportunities to improve their 
understanding of customers’ needs. European 
promotions targeted specific commodities, either 
to attract new types of cargo or increase the 
tonnage of commodities already shipped 
through the system. 

In response to business development 
activities, a total of 43 vessels new to the system 
passed through the Seaway in 1995. In addition, 
there was new movement of Powder River Basin 
coal to Europe, an increase in the contract for 


à FAI nou 
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TARGETED SHIPPERS/ CARRIERS | 


os shipowners and other shipping i interests 
id oe ee soda "1 oe ee 


grain + 
Sgiain à ) oe 
. oe oe and railroad companies 


° major No in merican di producers and | 
_ traders, liquid bulk, iron ore, coal and other ores. 


° general publie 


moving Appalachian coal, and new movement of 
canola meal to North Carolina. 


MARKET-SENSITIVE TOLLS 


In the final year of the last Incentive Tolls 
Program, the new business component helped 
generate over 1.5 million tonnes of new traffic 
and net additional revenues of $1.4 million. The 
"alternate use of bulkers" segment attracted 
37,908 tonnes of cargo. 


N Increasing Our Revenues 


OPTIMIZING ASSETS BRINGS IN CASH 


The Authority also continued its land disposal 
program to increase its revenues. The sale of 
surplus land totalled $1,014,000, with a profit of 
$403,000. 

Long-term projects commenced in 1995 
include exploring the possibility of selling hydro 
power as a source of additional revenue. 
Negotiations are under way with a third party 
for a joint venture to rehabilitate a Niagara 
Region powerhouse and sell the energy. 


1995 ‘TRAFFIC FACTS & FIGURES 


* 2,777 vessel transits through the Montreal-Lake Ontario section, an average of 
10 vessels a day; in 1994, there were 2,857 vessel transits 

* 3,295 vessel transits through the Welland Canal, an average of about 12 vessels a day; 
in 1994, there were more than 3,378 vessel transits 


* Grain, iron ore and coal continue to account for almost two-thirds of all traffic 
* Cargo movements increase by 0.4% on Montreal-Lake Ontario section, for a total of 


38. 6 million tonnes 


e Traffic on Welland Canal decreases by 1.1% to 39.3 million tonnes 


+ Combined traffic decrease is 420,000 tonnes, due lar 


economic growth 


gely to lower demand for steel products and slow 


° Grain — up by almost 10%, increasing from 14% to 19% of all commodities moved due to numerous 
American grain shipments; Canadian grain shipments decline by some 8% 

* Coal — up by 76.1% on Montreal-Lake Ontario section to almost a million tonnes; up by 9.9% on 
Welland Canal to four million tonnes due to additional exports to Spain and more movements to New 


- Brunswick facilities 
° Iron ore — down by 13% 


¢ Other bulk cargo — up by 12% on Montreal-Lake Ontario section, due to coke and salt shipments 
related to the flooding of the Mine Seleine on Magdalen Island | 
+ Decrease in petroleum products affected by lower value of Canadian dollar in international markets; 


decrease also in potash and gypsum shipments 


+ Increase of 8.5% to 10.5 million tonnes on Welland Canal of coke, salt, cement and chemicals 
+ General cargo down by 32.1% or 2.25 million tonnes on Montreal-Lake Ontario section and 34.8% or 
1.9 million tonnes on Welland Canal, due to decrease in steel imports 


M.L.O. Section 


Traffic Results - 1994 vs 1995 
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Traffic Results - 1994 vs 1995 
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S Cutting Costs 


he organizational changes involved in 
improving customer service have had 
the secondary benefit of enabling the 
Authority to incorporate efficiencies in its 
operations. In the past year, nine further 
positions were eliminated, representing a 
savings of approximately $.5 million annually. 

One of the Authority's long-term 
objectives is to divest itself of all structures 
not directly related to navigation. ‘To date, the 
Authority has transferred minor bridges to the 
Niagara Region; at present, negotiations are 
ongoing with CN North America for the 
future of bridges 10 and 20 in the Niagara 
Region. Little progress has been achieved in 
the devolution of other facilities, since other 
jurisdictions are reluctant to assume 
responsibility for them. 

Another strategy for containing costs is 
to maintain an exemplary health and safety 
record. Our new performance measurement 
system incorporates those health and safety - 
indicators the Authority was already tracking, 
and adds some new ones. Indicators include 
the frequency and severity of lost time 
injuries, the number of safety meetings, and 
the number of safety interventions to address 
risk behaviours. Since 1986, when tracking of 
the first health and safety measures began, 
significant management effort has reduced the 
frequency of accidents by more than 50%, and 
their severity to 33% of what it was. 

The Authority is also taking steps to 
optimize the use of cost-effective technology. 
A long-term information plan to cover the 
next five years is now complete, and will 
ensure that our investment in information 
technology is aligned with our corporate 
objectives. 


Looking to the Future 


SEAWAY SUMMITS 


Recognizing that competitiveness is the key to 
the system's viability, the Authority has been 
leading efforts to reduce system costs and 
improve the system's competitive position 
through Seaway Summit meetings of maritime 
industry leaders on both sides of the border. 
Although no meetings were held in 1995, the 
maritime industry has voiced support for this 
forum, which allows them to discuss many 
issues of common interest. The Authority will 
resume these meetings in 1996 to help find 
creative, integrated solutions to the many 
challenges facing the system. 


INCREASED COMMERCIALIZATION 


In December 1995, the federal government 
announced a new National Marine Policy, 
which called for modernization of the marine 
management and regulatory regime, less red 
tape, and greater efficiency and effectiveness in 
the marine transportation sector. Among other 
provisions, the new Canada Marine Act, 
introduced as the means to implement this 
policy, would allow the Minister of Transport to 
further commercialize the operations of the 
Great Lakes/St. Lawrence Seaway system by 
entering into agreements with Seaway users or 
any other private sector group to operate and 
maintain the Seaway. 

Negotiations began towards the end of the 
1995/96 fiscal year with a group representing 
Seaway users. To assist in their deliberations, 
the Authority was subject to a due diligence 
process, which examined overall operational 
and management practices. The report was 
submitted to the user-group at the end of 
March 1996. 

The Seaway Authority reviewed and 
revised Vision 2002 during 1995 to strengthen 
our financially self-sufficient position beyond 
the 5 years covered by the Corporate Plan. 


N Looking to the Future 


PROSPECTS FOR 1996 


Perhaps the best indication of continuing 
confidence in the Seaway is the new building 
program by various shipowners. Fednav 
International Ltd. will launch three new 
Seaway-size ocean vessels in 1996, with three 
more on order for 1997. Seaway Self 
Unloaders announced early in 1996 that the 
Captain Henry Jackman is being converted 
from a bulk carrier to a bulk self-unloader, the 
nineteenth vessel in SSU's fleet, which is the 
largest fleet of self-unloaders operating in the 
Great Lakes. Algoma Central Corporation is 
converting another vessel in 1996. In addition, 
17 new Dutch ships have now been fitted for 
Seaway use. 

“The substantial traffic in commodities 
will likely continue, with high volumes of iron 
ore and coal expected. There is more 
uncertainty about grain shipments, however; 
last year's rise in U.S. grain exports through 
the Seaway was prompted partly by an 
increase in Mississippi barge rates, which have 
fallen this year in combination with high 
ocean freight rates. In addition, the 
elimination of the rail transport subsidies 
guaranteed by the Western Grain 
‘Transportation Act and the adjustment of 
prairie pooling points will likely reduce the 
movement of Canadian grain through the 
Seaway. On the whole, cargo movements are 
expected to hold their own. 

Iron ore movements in 1996 will be 
affected by additional upbound shipments to 
Lake Erie, and iron ore traffic should increase 
on both sections of the system. 

General cargo traffic is expected to fall 
below the 1995 level, as North American 
demand for steel should continue to decline; 
in addition, new production facilities that 
become operational will further decrease the 
demand for steel and steel slab imports. 


A revised incentive tolls program will be 
launched in 1996 to attract ships new to the 
system; the last program expired at the end of 
the 1995 navigation season. 
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The Financial Year in Review 


his analysis is supplemental to the revenue from tolls was $76 million. 
Consolidated Financial Statements Operating revenues from other sources 
presented on the following pages and totalled $6.5 million for 1995/96 versus 
covers the operation of the St. Lawrence $7.6 million for 1994/95. The decrease is 
Seaway system only. mainly the result of cyclical business activities 


and reduced gain on disposal of assets. 
OVERVIEW 


The Authority is reporting a net income of 
$1.68 million for the operation of the Seaway in 
the fiscal year 1995/96 compared to a net 
income of $15.5 million in 1994/95. 

The operating revenues for 1995/96 
declined by 6.8% from the previous fiscal year 
to reach $77.9 million, while expenses, at 
$80.5 million, increased by 8.8% compared to 
last year, producing a net loss from operations 
of $2.6 million for the year. 

However, after considering investment 
income of $5.6 million, a provision for large 
corporations tax of $1.3 million, the final result 
is anet income of $1.68 million for the period. 

The total net revenue from tolls in 
1995/96 amounted to $71.3 million, including 
$1 million in rebates paid under the Incentive 
Tolls Program; in 1994/95, the total net 


Expenses 


Operating expenses for 1995/96, for activities 
related to system operations, maintenance, 
and engineering were $53.8 million, 
compared to $45.3 million in 1994/95; the 
increase of $8.5 million arises mainly from 
three main objects: salaries, wages and 
benefits of $2.8 million as a result of 
renegotiated collective agreements; 
professional services costs of $1.1 million; and 
maintenance projects costs of $3.1 million. 

Administrative expenses for both 
sections of the waterway, including 
headquarters, reached a total of $13.8 million 
in 1995/96, compared to $14.1 million in 
1994/95. 

The Authority revised its accounting 
policy for the annual leave of employees 
during the fiscal year 1995/96. In prior years, 


Revenues - not consolidated 


Operating 
Year ended March 31 1996 1995 
in thousands of $ 

Tolls 71,358 76,026 

Leases & licences 5,000 5,596 

Wharfage and other 

navigation revenues 952 906 

Gain on disposal of assets 403 OS 

Miscellaneous 190 128 
77,903 83,607 
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annual leave was recorded in the accounts in 
the year it was paid and no liability was 
recorded for the unpaid balance at year-end. 
We now record the expense in the year it is 
earned. As a result, the salaries, wages and 
benefits of the current year, for operational 
expenses and administrative expenses, also 
include an adjustment of $1.2 million and $.3 
million respectively. 

The amortization expense of $12.9 
million for 1995/96 includes an amount of 
$1 million for the write-off of the March 
1995 net book value of small assets with an 
original cost below $3,000. The expense of 
$14.6 million for 1994/95 included 
$2.1 million for the revision to the estimated 
useful life of information technology assets 
adopted in 1994/95. 


Investment 


The investment income of $5.6 million for 
1995/96 compares to $3.7 million for 
1994/95. A general improvement in the 
average yield on long-term investments in 
1995/96 and higher cash reserves generated 


the additional interest income. 


The Financial Year in Review 


FINANCIAL POSITION 
Operating Activities 

Cash generated from operating activities 
amounted to $17.4 million for the year ended 


March 31, 1996, compared to $27 million for 
the preceeding year. 


Investing Activities 

The Authority has, for the second year in a 
row, gained from a favorable economic climate 
and was able to increase its cash reserve for 
future operating expenses by $8.4 million; the 
accumulated reserve stood at $44.7 million on 
March 31, 1996. The Authority is now in a 
better financial position, for a period of time, 
to continue the funding of major rehabilitation 
work, especially those projects that had to be 
deferred in previous years. 

The cash outlay for capital assets additions 
in 1995/96 totalled $8.1 million, compared to 
$8.6 million in 1994/95. 

The long-range plan for major restoration 
work in the next five years is estimated at $48.8 
million, while non-navigation expenditures are 
estimated at $1.4 million. Funding of this work 
will continue to be a challenge for the 
Authority as the level of the cash reserve for 
future operating expenses is only sufficient to 
cash manage the program for the next four 
years. 


MONTREAL-LAKE 
ONTARIO SECTION 


Revenue 

Expenses 

Income (Loss) From Operations 
Investment Income 

Final Settlement of Claim 


Net Income (Loss) before 
Large Corporations Tax 


Large Corporations Tax 
Net Income (Loss) 


WELLAND SECTION 


Revenue 

Expenses 

Income (Loss) From Operations 
Investment Income 

Unusual Revenue Item 


Net Income (Loss) before Large 
Corporations Tax 


Large Corporations Tax 
Net Income (Loss) 


TOTAL 
Revenue 


Expenses 

Income (Loss) From Operations 
Investment Income 

Final Settlement of Claim 
Unusual Revenue Item 


Net Income (Loss) before Large 
Corporations Tax 


Large Corporations Tax 
Net Income (Loss) * 


Five-Year Financial Summary 
(in thousands of dollars) 


1995/96 1994/95 1993/94 1992/93 
$ 36,382 $ 39,353 $ 32,910 $ 29,841 
35,254 32,168 34,149 35,155 
1,128 7,185 (1,239) (5,314) 
2,498 1,616 1,788 1,860 

x 2,750 L : 
56260. 11,551 549 (3,454) 
563. 380 791 650 
3,063 11,171 (242) (4,104) 
41,750 44,594 36,699 35,178 
_ 45,306 — 41,883 43,851 43,592 
(3,556) 2,711 (7,152) (8,414) 
3,101 2,104 2,295 2,376 
(455) 4,815 (4,857) (6,038) 
HT GS ~: 495 1,016 830 
(1,153) 4,320 (5,873) (6,868) 
78,132 83,947 69,609 65,019 
80,560 74,051 78,000 78,747 
(2,428) 9,896 (8,391) (13,728) 
5,599 3,720 4,083 4236 

É 2,750 3 : 

3,171 16,366 (4,308) (9,492) 
1,261 875 1,807 1,480 

$ 1,910 $ 15,491 $ (6,115) $ (10,972) 


* The above summary does not include the proportionate consolidation of the SIBC joint venture. 


THOUSAND ISLANDS BRIDGE 


Revenue 

Expenses 

Income (Loss) From Operations 
Investment Income 


Net Income (Loss) before Large 
Corporations ‘Tax 


Large Corporations Tax 
Net Income (Loss) 


$ 2,466 


615. 


1,851 
900 


23151 
43 


$2,708 


$ 2,186 $ 2,267 
978 576 
1,208 1,691 
750 444 
1,958 2,135 
37 25 
$1,921 $ 2,110 


$ 2,250 
674 
1,576 
543 


2119 
18 


$ 2,101 


1991/92 


$ 28,553 
33,394 
(4,841) 

2,299 


(2,542) 
612 
(3,154) 


36,869 
43,430 

(6,561) 
3,022 
5,709 


2,170 
804 
1,366 


65,422 
76,824 

(11,402) 
5,321 


5,709 


(372) 
1,416 
$ (1,788) 
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Management’ Report 


he accompanying consolidated financial statements of The St. Lawrence Seaway Authority 
and all information in this Annual Report are the responsibility of management. 

The consolidated financial statements have been prepared in accordance with generally 
accepted accounting principles and necessarily include some estimates which are based on 
management's best judgements. Information contained elsewhere in the Annual Report is 
consistent, where applicable, with that contained in the consolidated financial statements. 

To meet management's responsibility and to assure the integrity and reliability of 
financial reporting, the Authority maintains a system of internal controls, policies and procedures 
to provide reasonable assurance that assets are safeguarded, and that transactions and events are 
properly recorded. 

The system of internal control is supplemented by an internal audit which conducts 
periodic reviews of different aspects of the Authority's operations. In addition, our external 
auditors have full and free access to the members of the Authority, who oversee management s 
responsibility for maintaining adequate control systems and the quality of financial reporting. 

The Auditor General of Canada is responsible for auditing the consolidated financial 
statements and for issuing his report thereon. 


ROL 


Carol Lemelin G.R. Stewart 
Comptroller and Treasurer President & CEO 


Cornwall, Ontario 


May 10, 1996 


Auditor Report 


AUDITOR GENERAL OF CANADA VERIFICATEUR GENERAL DU CANADA 


To the Minister of Transport 


I have audited the consolidated balance sheet of The St. Lawrence Seaway Authority as at 

March 31, 1996 and the consolidated statements of operations, deficit and changes in financial 
position for the year then ended. These financial statements are the responsibility of the 
Authority's management. My responsibility is to express an opinion on these consolidated financial 
statements based on my audit. 


I conducted my audit in accordance with generally accepted auditing standards. Those standards 
require that I plan and perform an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatements. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these consolidated financial statements present fairly, in all material respects, the 
financial position of the Authority as at March 31, 1996 and the results of its operations and the 
changes in its financial position for the year then ended in accordance with generally accepted 
accounting principles. As required by the Financial Administration Act, I report that, in my 
opinion, these principles have been applied, after giving retroactive effect to the change in 
accounting for the Authority's interest in a joint venture as explained in note 3 to the financial 
statements, on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Authority that have come to my notice during my 
examination of the consolidated financial statements have, in all significant respects, been in 
accordance with Part X of the Financial Administration Act and regulations, The St. Lawrence 
Seaway Authority Act and regulations, and the by-laws of the Authority. 


Raymond Dubois, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 10, 1996 
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Consolidated Balance Sheet 


as at March 31, 1996 (in thousands of dollars) 


1996 1995 
(Restated Note 3) 
ASSETS 
Current 
Cash and term deposits $ 26,705 $ 21,650 
Accounts receivable 5,177 5,516 
Accrued interest receivable 1,953 906 
Supplies inventory 2,747 25302 
36,582 30,603 
Long-term 
Investments (Note 4) 57,699 49,300 
Mortgages receivable (Note 5) 983 1,138 
Advance to a co-venturer (Note 6) 575 765 
Investment in non-consolidated wholly-owned subsidiaries (Note 7) 2 ? 
Capital assets (Note 8) 505,835 511,516 
$ 601,676 $:593,324 
LIABILITIES 
Current 
Accounts payable and accrued liabilities $ 12,688 $ 9,759 
Large corporations tax payable (receivable) 155 (8) 
12,843 9,751 
Long-term 
Accrued employee termination benefits 13,608 02,965 
26,451 22,716 
Commitments and contingencies (Notes 11 and 12) 
EQUITY OF CANADA 
Contributed capital (Note 9) 624,950 624,950 
Deficit (49,725) (54,342) 
575,225 570,608 
$ 601,676 $ 593,324 
Approved: De Ne 


Lb gee 


President & CEO Comptroller and Treasurer 


Consolidated Statement of Operations 
for the year ended March 31, 1996 (in thousands of dollars) 


1996 1995 
Seaway Thousand 
International Islands 
Seaway Bridge Bridge Total Total 
(Restated Note 3) 
REVENUES ; 
Tolls $ 71,358 $ 1,365 $ - $ 72,723 $ 77,499 
Leases and licenses 5,000 54 1,071 6,125 6,587 
Others 1,545 3 1,395 2,943 3,236 
77,903 1,422 2,466 81,791 87,322 
EXPENSES 
Operations, maintenance 
and engineering 53,842 784 204 54,830 46,723 
Regional administration 5,507 220 50 5,777 6,727 
Headquarters administration 8,287 - 86 8,373 7,830 
Amortization 12,925 149 275 13,349 14,930 
80,561 1453 615 82,329 76,210 
Income (loss) from operations (2,658) 269 1,851 (5338) 11,112 
Investment income 5,599 (40) 900 6,459 4,462 
Final Settlement of claim = = 4 2,750 
Income before large corporations tax 2,941 229 2509 : 5,921 18,324 
Large corporations tax (Note 10) 1,261 = 43 1,304 912 
NET INCOME FOR THE YEAR  $ 1,680 $ 229 $ 2,708 $ 4,617 $ 17,412 
Consolidated Statement of Deficit 
for the year ended March 31, 1996 (in thousands of dollars) 
1996 1995 
Seaway Thousand 
International Islands 
Seaway Bridge Bridge Total Total 
Retained earnings (deficit), 
beginning of year $ (73,081)  $- $ 18,739 $ (54,342) $ (71,754) 
Net income for the year 1,680 229 2,708 4,617 17,412 
Distribution of Joint 
Venture net income 229 (229) = = ss 
Retained earnings (deficit), 
end of the year $ (71,172) $ - $ 21,447 $ (49,725) 


$ (54,342) 
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Consolidated Statement of Changes in Financial Position 
for the year ended March 31, 1996 (in thousands of dollars) 


OPERATING ACTIVITIES 
Cash provided from operations 
Net income for the year 
Items not requiring cash 
Amortization 
Employee termination benefits 
Gain on disposal of capital assets 


Net change in working capital components 


other than cash and term deposits 


Payments of employee 
termination benefits 
Cash provided by (used in) 
operating activities 
Internal transfers 


INVESTING ACTIVITIES 


Increase in investments 


Decrease (increase) in 
mortgage receivables 


Decrease (increase) in advance 
to a co-venturer 


Acquisitions of capital assets 
Proceeds from disposal of capital assets 
Cash used in investing activities 


Increase (decrease) in cash 
Cash and term deposits 

at beginning of year 
Cash and term deposits 

at end of year 


Working capital position 
at end of year 
Current assets 


Current liabilities 


1996 1995 
Seaway Thousand 
International Islands 
Seaway Bridge Bridge Total Total 
(Restated Note 3) 
$ 1,680 $7229 $ 2,708 $ 4,617 $ 17,412 
12:925 149 275 13,349 14,930 
1,544 13 - 1,557 1,095 
(403) : : (403) 951) 
15,746 391 2,983 19,120 32,486 
2,579 (411) - 2,168 (3,060) 
(904) (10) - (914) (387) 
PALS (30) 2,983 20,374 29,039 
2,894 : (2,894) : ; 
2053415 (30) 89 20,374 29,039 
(8,399) ; ‘ (8,399) (21,454) 
155 - - 155 (972) 
190 : : 190 (33) 
(8,117) (73) (89) (8,279) (9,636) 
1,014 - = 1,014 1,880 
(15,157) (73) (89) (15,319) (30,215) 
5,158 (103) - 5,055 (1,176) 
2145322 328 = 21,650 22,826 
$ 26,480 $ 225 $ - $ 26,705 $ 21,650 
$ 36,290 $ 292 $ - $ 36,582 $ 30,603 
12,712 131 - 12,843 ATEN! 
$ 23,578 $ 161 $ - $ 23,739 $ 20,852 


March 31, 1996 


1. THE AUTHORITY 


a) Authority and objectives 


The St. Lawrence Seaway Authority was 
established in 1954 under The St. Lawrence 
Seaway Authority Act and is classified as a 
parent Crown Corporation under Schedule 
Ill Part I of the Financial Administration 
Act. 


The Authority was established to construct 
and operate a deep waterway between the 
Port of Montreal and Lake Erie together 
with such works and other property, 
including bridges incidental to the deep 
waterway, as deemed necessary by the 
Governor in Council. 


The St. Lawrence Seaway Authority Act 
confers upon the Authority the powers to 
borrow money and to produce revenue by 
levying tolls for the use of the deep 
waterway. The tolls that may be charged 
shall be fair and reasonable and designed to 
provide a revenue sufficient to defray the 
cost to the Authority of its operations in 
carrying out the purposes for which it is 
incorporated, which costs shall include: 


i) payments in respect to the interest on 
amounts borrowed by the Authority to 
carry out those purposes; 


ii) amounts sufficient to amortize the 
principal of those amounts over a period 
not exceeding fifty years; and 


iii) the cost of operating and maintaining 
the canals and works under the 
administration of the Authority, 
including all operating costs of the 
Authority and such reserves as may be 
approved by the Minister. 


Under The St. Lawrence Seaway Authority 
Act, tolls may be established by filing with 
the Canadian Transportation Agency or by 
agreement between Canada and the United 
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States. This agreement between the two 
countries is in the form of an exchange of 
notes in accordance with directions given by 
the Governor in Council. 


b) Commercialization of the 
St. Lawrence Seaway System 


As part of its strategy to strengthen Canada's 
transportation system, on December 14, 1995, 
the government issued its new National 
Marine Policy, which confirms that the Great 
Lakes/St. Lawrence Seaway System is a 
crucial waterway and a business. This policy 
will likely impact significantly on the 
Authority's operations and structure. 


Among other elements, the policy announces 
that the Government of Canada will pursue 
further commercialization of the operations 
of the Great Lakes/St. Lawrence Seaway 
System. ‘To this end, the policy mentions two 
alternatives. First, negotiations are currently 
under way with a group representing Seaway 
users and consideration is being given to 
establishing a not-for-profit private-sector 
corporation that would operate the Seaway 
under a long-term agreement. According to 
this policy, the government would retain title 
to all current Seaway lands and structures 
regardless of how the commercialization of 
the operations of the Great Lakes/St. 
Lawrence Seaway System is carried out. 
Second, should negotiations be unsuccessful, 
the Government of Canada would pursue the 
required changes through other options, such 
as increased commercialization of the current 
management of the Seaway. 


The Authority's future is heavily dependent 
on the outcome of the current negotiations 
and of future-related Government's decisions. 
At this time, it is not possible to evaluate their 
possible impacts on the financial statements. 
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2. SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES 


The financial statements have been prepared in 
accordance with accounting principles 
generally accepted in Canada. A summary of 
significant accounting policies follows: 


a) Basis of consolidation 


The consolidated financial statements 
include the accounts of The St. Lawrence 
Seaway Authority and the Authority's 
proportional share in the accounts of its joint 
venture, The Seaway International Bridge 
Corporation, Ltd. The Authority holds a 
50% interest in The Seaway International 
Bridge Corporation, Ltd., and as a result is 
entitled to 50% of the assets of the joint 
venture, its liabilities and its net income. 


The Authority's investments in two other 
wholly-owned subsidiaries for purposes of 
the Financial Administration Act, The 
Jacques Cartier and Champlain Bridges 
Incorporated and Great Lakes Pilotage 
Authority, Ltd., are recorded at cost because 
the Authority does not have the right and 
ability to obtain benefits from their 
resources and the Authority is not exposed to 
their related risks. 


Thousand Islands Bridge 


In September 1976, the Minister of 
‘Transport entrusted the Authority with the 
management and operation of the Thousand 
Islands Bridge, while the real property was 
vested in the name of Her Majesty in Right 
of Canada. Subsequent capital expenditures 
made by the Authority to improve the 
Bridge have been recorded as capital assets. 
The retained earnings of the Bridge 
represent its cumulative earnings since 


September 1976. 
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These consolidated financial statements have 
segregated the operations of the Thousand 
Islands Bridge on the premise that its 
management and operation by the Authority is 
independent of Seaway operations. 


b) Supplies inventory 
Supplies inventory comprises equipment and 
supplies used in the operation and maintenance 
of the Seaway and is recorded at cost. 


c) Capital assets 


Capital assets are recorded at cost. 
Replacements and major improvements which 
increase the capacity of the deep waterway 
system or extend the estimated useful service 
lives of existing assets beyond their life 
expectancy are capitalized. Repairs and 
maintenance are charged to operations as 
incurred. The cost of assets sold, retired, or 
abandoned, and the related accumulated 
amortization are removed from the accounts 
on disposal. Gains or losses on disposals are 
credited or charged to operations. 


Amortization is recorded using the straight- 
line method based on the estimated useful 
service lives of the assets. 


d) Welland Canal and Valleyfield Bridge 
Rehabilitation Programs 


Funding received from the Government of 
Canada for these programs was accounted for 
by crediting the amount against the costs of 
related capital projects undertaken during the 
year. The non-funded remaining cost, which 
is to be recovered from the users, is capitalized 
and amortized. 
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e) Employee termination benefits | employees. Contributions to the plan are 
required from participant retired employees 
and the Authority. Surpluses or deficits 
from the plan are recognized in the accounts 
in the year in which they are paid or 
received. 


Employees of the Authority are entitled to 
specified benefits as provided for under 
labour contracts and conditions of 
employment. These benefits include 
accumulated sick leave which may be 
payable upon termination and furlough 
leave. Usually, the termination benefits 
correspond to the higher of a week's sala ; 
(two aa for the fist year of service) fo is A Genes SU FRE 
each year of service up to a maximum of 28 in relation to compensation and damages to 
CO EE SAR CR its locks. For all other assets the Authority 
carries conventional insurance. 


i) Insurance 


employee's accumulated sick leave days. 
Employees are allowed 15 days of sick leave 
per year. The liability at year-end for these j) Incentive Tolls and Volume Rebate 
benefits is recorded in the accounts as the Program 


De Re The Authority offers toll and volume 


rebates on certain cargoes to promote 
f) Pension plan increased traffic, and thus increase revenues. 
The rebates are debited to toll revenues 


All employees of the Authority are covered earned during the year. 


by the Public Service Superannuation Plan 
administered by the Government of 
Canada. Contributions to the Plan are 


required from both the employee and the 3. CHANGE IN 


Authority. These contributions represent ACCOUNTING POLICY 

the total liability of the Authority and are 

recognized in the accounts on a current Effective April 1, 1995, the Authority adopted 
basis. the new recommendations of the Canadian 
The Authority is not required under present | Institute of Chartered Accountants which 
legislation to make contributions with require the use of the proportionate 

respect to actuarial deficiencies of the Public | consolidation method of accounting for 
Service Superannuation Account. interests in joint ventures, previously 


| accounted for on the equity method. This 
change has been applied retroactively and the 
g) Employee life insurance plan financial statements of prior years have been 
The Authority provides a life insurance plan | restated. 
fe omy =. see ce oe As at April 1, 1995, the main effect of this 
the plan are included in revenues or 
expenses in the year in which they are 
incurred. 


change was to increase capital assets by $1.1 
million and a similar decrease in other long- 
term receivables; the change did not affect the 
net income (loss) and deficit for 1995 or any 


h) Retired Employee Benefits previous year. 
The Authority provides a life and major 


medical insurance plan for its retired 
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4, INVESTMENTS 


In order to provide for future operating 
requirements, including emergencies and cash 
deficits, and for the funding of employee 
termination benefits future payments, the 
Authority has set aside the following long- 
term investments, recorded at cost: 


1996 1995 
(in thousands of dollars) 
Operating Requirements: 
* Government of Canada 
Treasury Bills with various 
interest rates $ 7,899 $ - 
e Investment Certificates 
with various maturity 
dates between 1 and 4 years 
and with various interest rates 36,800 36,300 
44,699 36,300 
Employee Termination 
Benefits: 
+ Deposit with Consolidated 
Revenue Fund, maturing dates 
between 2 and 4 years. 13,000 13,000 
$ 57,699 $49,300 


The market value of these investments 
corresponds approximately to their cost. 


5. MORTGAGES RECEIVABLE 


The Authority has entered into long-term 
mortgages for the sale of parcels of land. The 
mortgages are at various interest rates varying 
from 8% to 9%, are recoverable in monthly 
instalments and are amortized over a 
maximum period of 20 years; terms and 
conditions of these mortgages are renewable 
every 2 to 3 years. The current receivable 
portion of mortgages aggregating $153,055 is 
included in the accounts receivable. 
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6. ADVANCE TO A CO-VENTURER 


This account represents the excess of the 
Authority's investment in its joint venture, The 
Seaway International Bridge Corporation, Ltd., 
over its required contribution as per the 
contractual agreement. The advance carries 
interest at the average one-year Treasury Bill 
rate and has no repayment terms. 


7. INVESTMENTS IN NON- 
CONSOLIDATED WHOLLY- 
OWNED SUBSIDIARIES AND 
RELATED PARTY TRANSACTIONS 


Investments consist of the following: 


No. of shares Cost 
Great Lakes Pilotage 
Authority, Ltd. (GLPA) 15 $ 1,500 
The Jacques Cartier and 
Champlain Bridges 
Incorporated (JCCBI) 1 100 
$ 1,600 


The Authority is related in terms of common 
ownership to all Government of Canada created 
departments, agencies and Crown corporations. 
The Authority enters into transactions with 
these entities in the normal course of business. 


During the year ended March 31, 1996, the 
Authority provided certain engineering and 
administrative services to JCCBI for which it 
charged $764,828 (1995 - $563,767). Charges 
are made on full cost recovery basis. At March 
31, 1996, the amount receivable from JCCBI 
totalled $40,782 (1995 - $76,579) and is included 


in the accounts receivable. 


The Canadian Coast Guard provides the 
Authority with navigational aids services. 
The fee paid by the Authority for this service 
during the year amounted to $600,000 

(1995 - $600,000). 
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8. CAPITAL ASSETS 
1996 
Amortization Cost Accumulated Net 
rate amortization 

(in thousands of dollars) 
SEAWAY 
Land = $ 28,296 $ - $ 28,296 
Channels and canals 1% 279,613 102,292 177,321 
Locks 1% 224,893 91,065 133,828 
Bridges and tunnels 2-4% 124,131 62,320 61,811 
Buildings 2% 13,819 8,583 5,236 
Equipment 2 - 20% 29,473 96,153 3,320 
Remedial works 1% 121,019 32,560 88,459 
Work under construction = 1,107 - 10778 

822,351 3222078 490,378 
SEAWAY INTERNATIONAL BRIDGE 
Equipment 5 -20% 503 335 168 
Building 5 - 10% 34 8 26 
Remedial Works/Deferred Major Repairs 4.8 - 10% 992 198 794 

1,529 541 988 


THOUSAND ISLANDS BRIDGE 
Improvements 2-10% 6,811 1,342 5,469 


Total $830,691 $324,856 $505,835 
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8. CAPITAL ASSETS (cont'd) 


1995 
Amortization Cost Accumulated Net 
rate amortization 


(in thousands of dollars) — 


SEAWAY 
Land - $ 28,355 $ - $ 28,355 
Channels and canals 1% 266,521 97,329 169,192 
Locks 1% 230,278 90,943 139,335 
Bridges and tunnels 2-4% 122927 59,311 62,916 
Buildings 2% 13,240 8,273 4,967 
Equipment 2 - 20% 36,287 26,950 OD oil 
Remedial works 1% 121,407 31,402 90,005 
Work under construction - 688 - 688 
819,003 314,208 504,795 
SEAWAY INTERNATIONAL BRIDGE 
Equipment 5 -20% 444 219 165 
Building 5-10% 34 6 28 
Remedial Works/Deferred Major Repairs 4.8 - 10% 978 107 871 
1,456 392 1,064 
THOUSAND ISLANDS BRIDGE 
Improvements 2-10% 6,723 1,066 5,657 
Total $827,182 $315,666 $511,516 


Subsequent additions to assets are amortized over the remaining estimated useful service life of the 
initial group of assets to which the addition is related. The estimated useful life of these assets is 
for periods up to 2073. 


The Authority is continuing its review of the estimated useful service life of all its major physical 
assets and of its amortization policy. This review may lead to a decrease in the estimated useful life 
of the assets. 
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Welland Canal Rehabilitation Program 


In 1985, the Authority engaged consultants to 
examine in detail, and report on, the structural 
condition of the Welland Canal system. The 
report was submitted during 1986 and, as a 
result, a seven-year $175 million rehabilitation 
program has been established to refit the 
Welland Canal and ensure a continued safe and 
reliable waterway into the 215 century. The 
program consisted of refurbishing the lock 
walls, stabilizing the canal banks and approach 
walls, and rehabilitating ancillary structures. 


During 1986, the Government of Canada 
approved funding for the financing of the 
Welland Canal Rehabilitation Program. The 
funding of $175 million, which terminated in 
1993, has been deducted from related works 
under construction. 


Valleyfield Bridge Rehabilitation Program 


In 1987, Hydro-Quebec undertook an 
in-depth inspection of the bridge which led to 
the Rehabilitation Program for the Valleyfield 
Bridge. The Authority's share of the 
Rehabilitation represents 25% of the total cost. 


A Treasury Board decision, rendered in 1992, 
made the Authority responsible for 

$17.8 million of the cost of work completed at 
March 31, 1992. All work was completed at 
March 31, 1993 and the costs to be funded by 
the Government of Canada amounted to 

$8.4 million, $1.0 million of which is included 
in accounts receivable; a similar amount is 
included in accounts payable. 


9. CONTRIBUTED CAPITAL 


As of April 1, 1977, loans from Canada of 
$624.95 million were converted to equity by 
parliamentary appropriation. This amount was 
recorded as contributed capital. The 
parliamentary appropriation authorizing the 
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1977 conversion of loans from Canada to 
equity also authorized the Minister to fix, from 
time to time, the amount that shall be paid by 
the Authority annually out of its toll revenue as 
a return on capital. No return on capital has 
ever been required to be paid since then. 


10. INCOME TAXES - LARGE 
CORPORATIONS TAX 


The Authority, as a prescribed Federal Crown 
corporation, is subject to the provisions of the 
Income ‘Tax Act. The Authority is not subject 
to any provincial income taxes. 


Currently, unamortized capital cost for tax 
purposes is in excess of the net book value of 
capital assets by approximately $197 million. 
The tax effect of this excess has not been 
recorded in the accounts of the Authority. The 
Authority also has a deductible loss of $5.9 
million expiring in 2002 which is available to 
reduce the taxable income of future years. 


11. COMMITMENTS 


At March 31, 1996, contractual obligations for 
capital and other expenditures amounted to 
$1.7 million (1995 - $1.4 million). The 
commitment for the future minimum 
operating lease payments for office space is 
$179,000; the lease expires in November 1996. 


12. CONTINGENCIES 


There is a total of $73 million in claims 
instituted against the Authority. These arise 
from the breakdown of the Valleyfield Bridge 
in November 1984, the October 1985 Lock 7 
wall blow-out, compensation and damages in 
connection with the expropriation of lands and 
various other claims. The Authority is 
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contesting all these claims and their outcome 
cannot be determined at this time although 
management is of the opinion that these actions 
will not result in any material losses to the 
Authority. The Authority is also the claimant in 
certain other pending or threatened claims and 
lawsuits. 


Decontamination could be needed for some of 
the Authority's properties. To date, the 
Authority has not been in a position to 
determine the related costs, not having assessed 
its properties’ contamination status. 


13. REQUIRED FUTURE 
FUNDING FOR MAJOR 
RESTORATION OF THE 
SEAWAY 


The amount of funds provided by operating 
activities and the level of long-term investments 
for future operating requirements will not be 
sufficient to finance the anticipated major 
restoration projects of the St. Lawrence Seaway 
in the foreseeable future. The Authority will 
require outside financing of these projects. 


14. COMPARATIVE FIGURES 


Some of the 1995 comparative figures were 
reclassified to conform to the presentation 
adopted in 1996. 
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THE ST. LAWRENCE SEAWAY AUTHORITY 
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Champlain Bridges 
Incorporated and the 
‘Thousand Islands Bridge 
also form part of the 
Authority’s 
responsibilities. In 
maintaining this important 
water transportation 
system, The St. Lawrence 
Seaway Authority makes a 
major contribution to 
Canada’s prosperity as well 
as to Canada’s 
competitiveness in the 
world economy. 


and f 


North Aer for 


countries around the 
world. Our 1992 strategic 
plan, Vision 2002, led us 
to adopt a customer- 
centred focus for all 
corporate activities. 
Customer satisfaction is 
now the driving force 
behind all aspects of 
Seaway business, from 
maintenance and facilities 
improvement to traffic 
management, vessel 
information services, tolls 
services, and Seaway 
internal organizational 
practices. 


In pursuing this course, 
the Authority recognizes 
that the future of the 
Seaway depends on 
satisfying customer needs 
for cost-effective and 
reliable service. 
Consulting with customers 
and partners, we continue 
to re-engineer the way we 
work to reflect our quality 


ernal performan 


measurement program, © 


additional training, anda __ 
rewards and recognition — 
program for employees 
help ensure thatwe 
remain able to serve the 
Seaway’s users effectively 
as organizational 
improvements continue. 
The Authority’s 
commitment to sustained 
improvement and 
consultation with 
customers and partners, 
combined with a more 
confident economic 
climate, has resulted in a 
net profit for the third year 
in a row. Seaway staff will 
continue to work with our 
American counterpart, the 
Saint Lawrence Seaway 
Development Corporation, 
carriers, and other marine 
partners to ensure that the 
Seaway continues to bring 
benefits to all. 


Total combined traffic to/from Canada and the U.S.A. 1996 /97 
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Traffic to/from Canada - 1996 /97 Traffic to/from U.S.A. - 1996/97 Five year review of combined vessel transits — & Lokers 
BH Other cargo vessels 
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Combined vessel transits 1996/97 


Other cargo vessels 
348 vessels (9%) 


Ocean-going vessels 
1,109 vessels 
(28%) 
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One of the 
World's 
Most 
Valuable 
Inland 
Waterways 


The Great Lakes/ 


St. Lawrence Seaway 
System stretches over 
3,700 kilometres from the 
Gulf of St. Lawrence to 
Lake Superior and is 
served by 15 major inter- 
national ports and dozens 
of smaller regional ports. 
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This is one of the world’s 
most valuable inland 
waterways. Nearing the 
end of its fourth decade of 
service, more than two bil- 
lion tonnes of cargo, 
worth approximately $400 
billion, have passed safely 
through the Seaway, car- 
ried by more than 251,000 
vessels. Every 10,000 
tonnes of general cargo 
handled by a Great Lakes 
port brings more than half 
a million dollars in eco- 
nomic benefits to the local 
community. In Canada, 
this adds up to $1.3 billion 
each year, and supports 
more than 9,000 jobs in 
transportation and another 


8,400 jobs in services 
the Seaway and shipp 
lines. 


The St. Lawrence Sea vy 
itself is the 553 kilom 
stretch between Monin: al 
and the Great Lakes. 
consists of a series of | 
locks and connecting 
channels that accom: 
date vessels 225 met: 
long and 23.8 metres 11 
beam, with a draft up ‘o 8 
metres. As a ship travel 
west through the Seaway 
from the Port of Montreal, 
the locks eventually lift it 
the height of a 60-storey 
building above the water 
level at Montreal. With 
the Authority’s carefu! 
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Combined traffic by commodity 1996/97 


Grains 
12.79 MT (26%) 


Other Bulk 
13.37 MT (27 %) 


im Coal 
4.50 MT (9%) 


General Cargo ton Oe 
5.90 MT (12%) 13.36 MT (27%) 


Note: Grain includes wheat, barley, corn, etc; Other Bulk includes stone, sall, petroleum, etc,; General Cargo includes steel, slabs, etc. 


Welland Canal 8 Locks, 42km 


Montreal / Lake Ontario Section 
7 Locks, 300km 


El. 6.1m 


Erie El. 174.3m te Montreal 
Lake Ontario El. 75.0m 


; Michigan & Huron El. 176.3m 


oN 
attention to maintenance 
and traffic management, 
the Seaway’s low accident 
record is exceptional. 
Managed jointly by The 
St. Lawrence Seaway 
Authority in Canada and 
the Saint Lawrence Sea- 
way Development Cor- 
portation in the United 
States, the Seaway moves 
commodities such as grain, 
iron ore, coal, steel, petro- 
leum products, cement, 
forest products, limestone, 
gravel and bulk shipments 
of goods to a catchment 
area larger than western 
Europe, supporting almost 
a third of the North 


American population. 
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A STABLE PATTERN OF 
GROWTH 


Ithough pending legislation dur- 
Aix 1996 created some uncertainty 

about our future structure and 
management, The St. Lawrence Seaway 
Authority stayed the course and complet- 
ed another successful season. In fact, the 
past year was the third in a row to bring 
increases in gross revenue and traffic vol- 
ume, and significant progress in the orga- 
nizational effectiveness measures we are 
implementing. 


BUSINESS MILESTONES 


1996 saw the highest traffic volume 
since 1988; a total of 3,953 vessel transits, 
up from 3,868 in 1995. Close to 50 mil- 
lion tonnes of cargo passed through the 
Seaway last year, contributing to a total 
gross revenue of $88,622,000, the highest 
in the Authority’s history. Forty-four ves- 
sels transited the system for the first time. 

May 10, 1996 marked the passage 
through the Seaway system of two billion 
tonnes of cargo, valued at $400 billion. 
This is a clear indication of the value of 
the Seaway system to the two Canadian 
provinces and eight U.S. states bordering 
the system, and to the industrial and agri- 
cultural heartland of Canada and the 
United States. 


PROGRESS IN QUALITY 
SERVICE DELIVERY 


From the customer service point of 
view, perhaps the most important devel- 
opments for the Authority in 1996/97 
were in the areas of transit time standards 
and vessel location systems. We improved 
transit time standards developed in 


consultation 
with Seaway 
users with a 
comprehensive 
set of codes 
identifying the 
causes of delays, 
and implement- 
ed them at the 
start of the 
1996 navigation 
season. 
Information 
gathered over 
the course of the year indicates that 
approximately 92% of ships in the 
Montreal/Lake Ontario section and 95% 
of ships in the Welland Canal experienced 
transit times that were better than the tar- 
get of “average time + 4 hours”. This 
means that considerably fewer ships are 
now experiencing long delays in the 
Seaway system. We expect further 
improvements this season because infor- 


mation collected last year will help us 
identify initiatives to eliminate obstacles 
to improved vessel transit times. 

In the past year, the Authority also 
introduced greater reliability and better 
access to its vessel location systems. The 
graphic display program that shows where 
vessels are in the system is automatically 
updated every 10 minutes in the Welland 
Canal and every 15 minutes in the rest of 
the system. Shippers and receivers are 
benefiting from the interactive voice 
response system through which they 
obtain vessel position information, and 
the Authority is now preparing to make 
graphic and text information available 
through the Internet. 
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One of the new initiatives launched 
during 1996 will begin to show results for 
Seaway users during the 1997 season. Our 
tolls and statistics processes are being 
modified to better serve our customers’ 
needs and the corresponding computer 
system was redesigned. Implementation 
will be completed in 1998. 

The Authority’s new Traffic 
Management Team began work in July 
1996 to improve the Seaway’s traffic con- 
trol procedures and interfaces. It will 
identify new functions and technologies, 
integrate them, and redesign procedures 
in response to customer needs. Another 
new initiative, the Maintenance Planning 
and Delivery Improvement Team, was 
created to develop goals, strategies and 
performance indicators for this crucial 
aspect of Seaway operations. 


OUR QUALITY SERVICE 
ORGANIZATION MATURES 


‘Two years ago, the Authority formal- 
ly committed itself to the principles of 
quality service. In addition to improving 
what we offer to Seaway users, this has 
also required us to focus on our own 
internal processes. As an organization, we 
must ensure that the vision, the tools, and 
the commitment are available to create an 
environment in which service improve- 
ments can continue to grow. 

Implementation of our performance 
measurement system continues. Indicators 
were added to the system throughout 
1996. At present, the Authority is work- 
ing to integrate performance measure- 
ment with Seaway corporate objectives as 
an essential working tool. Our rewards 
and recognition program for employees 
has been well received, and continues to 


nr 


be refined. The Authority has also com- 
pleted a crucial step in clarifying organi- 
zational interfaces between its regional 
managements and its engineering section, 
defining the roles and responsibilities of 
each group and implementing new proce- 
dures for interaction. 

A new infrastructure management 
support system (IMSS) is now used to 
establish risks and cost/benefit ratios for 
capital and major maintenance projects. 
The IMSS was instrumental in our deci- 
sion to close railway bridges 10 and 20 
over the Welland Canal in 1996. 
Demolition and associated costs amount 
to approximately $6.7 million, recorded as 
a cost in the 1996/97 fiscal year. The 
Authority stands to gain in the long run 
by eliminating the annual operating costs 
and large capital expenditures that would 
have been incurred in the near future to 
rehabilitate these old bridges. The IMSS 
was also used to establish priorities for the 


1997 budget. 


MOVING TO USER CONTROL 


The government decision in 1995 
to bring commercial discipline to 
Canadian transportation systems set in 
motion plans to transfer management of 
the Canadian section of the Seaway to a 
not-for-profit corporation controlled by a 
consortium of Seaway users. These users 
signed a letter of intent in July 1996, 
which paved the way for a long-term 
management agreement in which they 
would operate the Seaway while the 
Crown retained ownership of all fixed 
assets. The Authority worked closely with 
the transition team representing the nine 
member companies of this User Group 
during 1996. It is intended that the transi- 
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tion would be as seamless as possible, 
with minimal impact on marine traffic. 

Management was expected to change 
hands in 1997, following passage of the 
enabling legislation. However, the Canada 
Marine Act died on the order paper in the 
Senate in the spring of 1997, and new 
legislation will have to be introduced in 
the House of Commons if this initiative is 
to proceed. 

Also under consideration is a long- 
term plan to form a binational agency to 
place both the Canadian and U.S. sections 
of the Seaway under a single administra- 
tion. A U.S./Canadian working group, 
established in 1996, is exploring the possi- 
bility of greater co-operation between the 
two countries in managing services on the 
Seaway system, with a view to decreasing 
costs and increasing competitiveness. 


THE BOTTOM LINE 


Regardless of the ultimate nature of 
the Seaway’s management structure and 
the timing of these changes, certain 
strategic considerations will hold true. 
First, there will be continued reductions 
in the Seaway’s manageable costs, consis- 
tent with the Vision 2002 strategy devel- 
oped by the Authority in 1992. Second, 
any management option would hold to 
the principle that all Seaway customers 
are important: the broader the customer 
base, the lower the cost per transit, and 
the less upward pressure on the tariff of 
tolls. Third, the Seaway will continue to 


require a strong U.S. market. More than 
50% of the Seaway’s existing business 
involves U.S. trade, and maintaining this 
component is essential if the Seaway is to 
maintain its competitive position in the 
world market. 

Finally, any transition should be 
seamless in terms of its impact on ship- 
pers and carriers. The Seaway employees 
who lock ships through the system will 
continue to provide service consistent 
with transit times established in conjunc- 
tion with the industry. All other aspects of 
customer interface are rooted in common 
sense management principles and will 
remain the same, until they are further 
improved by continuing efforts to achieve 
even more efficiencies. 

It will always be in the interests of 
Seaway management, whatever its nature, 
to put customer service first, and to strive 
for continued excellence using imagina- 
tion, technology, and sound business 
practices as appropriate. 


ee 


G.R. Stewart, President and CEO 
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RESULTS AGAINST OBJECTIVES FOR 1996/97 


1996/97 1996/97 1995/96 


Budget Actual Actual 


Cargo traffic in millions of tonnes: 
Montreal/Lake Ontario section: 
Welland Canal 


Net income (loss) in millions of $ 


Note: The above information refers to The St. Lawrence Seaway Authority only; it does not include the Thousand Islands Bridge or the Authority's subsidiaries. 


TARGETS AND ACHIEVEMENTS 


Performance measurement 


» Implementation of performance measures is on 
schedule throughout the organization; five indica- 
tors (Transit Times, Delays, Vessel Incidents, 
Percentage of Preventative Maintenance 
Completed and Breakdowns) were in place at the 
Start of the 1996 navigation season and four new 
indicators (Market Share, Traffic, Reliability and 
Accidents/Incidents) were added throughout 1996 
and 1997. 


Quality service initiative 


# Transit time standards have been fully implement- 
ed; continuous analysis and delay resolution in 
progress. 92% of vessels transiting the 
Montreal/Lake Ontario section and 95% of vessels 
in the Welland Canal experienced transit times that 
were below the target of “average time + 4 
hours”. 


The rewards and recognition program for staff con- 
tinues with the training of managers and supervi- 
sors; 176 ‘Thank-You-Grams” were sent in 1996. 


The vessel location information system was 
upgraded with new data lines and contro! points, 
more reliable computer systems and better moni- 
toring and programming. 

Roles, responsibilities and communications proce- 
dures were clarified between regions and the 
engineering team. Project evaluation, assignment 
of project leaders for major projects and having 
presentations for individuals and groups who will 


use the new processes are presently being imple- 
mented. 


» Three new quality improvement teams were 
launched: improvements to Tolls and Statistics 
procedures are being implemented and improve- 
ments to Maintenance Planning and Delivery 
and Traffic Management are well under way. 


Multi-skilled service teams 


= Service teams are active in all areas of both 
regions; specialized training will continue for two 
more years. 


Safe, reliable infrastructure 


# The IMSS (Infrastructure Management Support 
System) is now being used to set priorities for 
capital and major maintenance projects to 
ensure the infrastructure remains safe and reli- 
able. 


= An inspection and assessment program for 
Seaway structures is in place. 


® Repairs and improvements to lock equipment 
and canal infrastructure totaled $4.9 million. 


® Regional teams are in place to review the emer- 
gency response plan and conduct training. 


Seaway Summit meeting 


# A Seaway Summit meeting of maritime industry 
leaders was held in June 1996 to examine ways 
to further reduce system costs and improve cus- 
tomer satisfaction. 


1996/1997 PERFORMANCE 


TARGETS AND ACHIEVEMENTS (continued) 


Reduce staff 


» The Authoritys staff was reduced by 22 
positions to 711. 


Maintain operations costs at 1995 level 


® Operating expenses were reduced to 0.4% 
below 1995 levels. 


Improve cost management 


# Infrastructure management and performance 
measurement systems are being tailored to work 
together to help the Authority manage costs 
effectively. 


Business improvement teams are working to 


improve efficiencies in the areas of tolls and statis- 


tics, maintenance planning and delivery, and 
traffic management. 
Remedial planning enabled the Authority to 


reduce its asset renewal budget by $17.9 million 
over the next five years. 


Focus on navigational structures 


* Bridges 10 and 20 in the Niagara Region have 
been decommissioned to reduce costs and 
improve navigation. 


Improve information technology 


= Recommendations for a five-year strategic infor- 
mation technology plan have been prepared 
and will be used in 1997 to set a new techno- 
logical direction towards higher efficiency and 
lower costs. 


Expand market share 


* Promotional activities, including trade missions, 
conferences, exhibitions and client meetings in 
North America and Europe were carried out 
to attract new cargoes and increase use of the 
Seaway. 


Optimize revenues 


® Total revenues increased by 6.1% to reach 
$88.6 million, showing an increase in both toll 
and other revenues. 


* The Authority generated $13.8 million from 
operations. 


* The land disposal program continued, with 
sales of $329,000 in 1996/97. 


Review tolls 


* The Authority has recommended a minimum 
2% toll increase to ensure its self-sufficiency. 


À CHALLENGING BUSINESS ENVIRONMENT 


he St. Lawrence Seaway Authority 

operates in a complex environment 

affected by the North American 
and world economies, government poli- 
cies, the needs of shippers and receivers, 
and its relationship to the U.S. Saint 
Lawrence Seaway Development 
Corporation. Each of these factors has an 
impact on the Seaway’s competitiveness 
and the volume of traffic through the sys- 
tem, and hence on the Seaway’s ability to 
generate sufficient revenues to sustain 
operations. 

While the Authority is not in a posi- 
tion to control these fluctuating forces, 
sometimes favourable, sometimes adverse, 
constant monitoring, flexible corporate 
planning, and strategic interventions 
enable the organization to mitigate nega- 
tive factors and take advantage of oppor- 
tunities. 


TRADE FACTORS 


A generally healthy world and North 
American economy has contributed to 
three straight years of increasing tonnage 
on the Seaway for the first time since 
1988. Steel mills and other manufacturers 
and steel processors in the U.S. and 
Canada continued to generate traffic in 
raw materials and finished products, and a 
transfer of sourcing to Great Lakes mines 
contributed to a larger traffic increase on 
the Welland Canal, while reducing the 
increase on the Montreal/Lake Ontario 
section. Overall, iron and steel cargoes 
increased by about 25 percent in 1996. 
The flooding of the Mine Seleine on 
Magdalene Island continued to generate 
high salt traffic. 

To offset this, demand and other fac- 


tors tended to decrease Canadian grain 


traffic: an increase in world grain prices led 
to lower demand as well as higher price 
expectations from farmers, who postponed 
shipments to maximize their revenue poten- 
tial. American grain movements through the 
Seaway also decreased due to fungus prob- 
lems with durum wheat and lower barge 
rates on the Mississippi system. 


GOVERNMENT POLICY FACTORS 


Since 1993, the Canadian government 
has undertaken a number of commercializa- 
tion initiatives in marine and rail transporta- 
tion that have significant implications for 
Seaway business. 

Some of these initiatives, while aimed at 
cost recovery for government services, tend 
to increase the costs of shipping for Seaway 
users, and may reduce the system’s competi- 
tiveness in relation to other routes and 
modes of transportation. These include the 
Canadian Coast Guard’s marine services fees 
introduced in 1996. Proposed changes to the 
Pilotage Act will compel pilotage authorities 
to become self-sufficient by increasing their 
revenues. The government has set up private 
sector oil recovery response organizations, 


A\ CHALLENGING BUSINESS ENVIRONMENT 


which in turn recover costs through a fee 
charged to ships and the designated oil 
handling facilities. The combination of 
competition from alternative modes and 
these additional fees has the potential to 
divert significant volumes of cargo away 
from the Seaway. 


Other government initiatives are hav- 
ing the effect of altering transportation pat- 
terns, sometimes with a positive impact on 
Seaway trade. For instance, direct and indi- 
rect subsidies and payments to railways 
enable rail to compete aggressively for the 
grain trade with the Seaway. However, the 
recent repeal of the Western Grain 
Transportation Act and elimination of farmer 
subsidies have made the full costs of grain 
transportation visible to shippers, with the 
effect of making the Seaway competitive 
throughout Manitoba and eastern 
Saskatchewan. The pooling point for the 
eastward movement of grain was changed 
from Thunder Bay to Montreal in 1996 


which makes it more expensive for farmers 
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to ship grain eastward. 

In other policy 
areas, proposed amend- 
ments to the Canada 
Labour Code would 
make it illegal for third- 
party work stoppages to 
disrupt the flow of 
grain through ports, 
thereby preventing 
hold-ups in Seaway 
grain traffic; and 
removal of the employ- 
ment security provi- 
sions negotiated by 
public service unions in 
the early 1990s could 
have an impact on the Seaway’s collective 
agreements. 


USER INVOLVEMENT 


In preparation for implementing the 
Canada Marine Act (Bill C-44), the 
Canadian government and a consortium of 
nine users (the User Group) of the Seaway 
signed a letter of intent on July 15, 1996, 
which paved the way for a management 
agreement under which the User Group 
would operate the Seaway while the gov- 
ernment retains ownership of all fixed 
assets. Seaway executives worked closely 
with the User Group to prepare for the 
transition of management throughout 1996. 
In addition to other tasks, an action plan 
was prepared to reduce manageable costs, 
to meet the cost reduction objectives nego- 
tiated in the agreement. This transition is 
now in abeyance, pending reintroduction of 
the legislation, since Bill C-44 died on the 
order paper in the Senate when Parliament 
was dissolved at the end of April 1997. 


A\ CHALLENGING BUSINESS ENVIRONMENT 


BINATIONAL AGENCY 


A long-term plan for the future of 
the Seaway, the notion of a binational 
agency integrating the Canadian and 
American operations of the Seaway sys- 
tem was introduced by the Standing 
Committee on Transport. On June 5, 
1996, the U.S. Secretary of 
‘Transportation and Canada’s Transport 
Minister established a new 
U.S./Canadian working group to exam- 
ine the possibility of greater co-operation 
between the two countries in managing 
Seaway services, with sub-groups to 
examine various means of reducing costs 
and increasing competitiveness, including 
an eventual binational agency. Work is 
still in progress. 


ENVIRONMENTAL 
STEWARDSHIP 


Another ongoing 
challenge for the 
Authority is to balance our 
responsibility for safe and 
efficient operation of the 
Seaway with the responsi- 
bility for safeguarding the 
waterway’s natural envi- 
ronment. The Authority 
has always acted in accor- 
dance with federal and 
provincial laws and regula- 
tions to minimize poten- 
tial risks to the 
environment from its 
activities. During 1996/97 
we began work on a for- 


mal Environment Management System to 
co-ordinate and improve our efforts. 

A draft environmental policy and man- 
ual of environmental management have 
been prepared to ensure that all aspects of 
our operations are based on the principles 
of sustainable development. The policy 
identifies environmental risks, our legal 
obligations, the goals of the Authority in 
relation to these, and responsibilities with- 
in the organization for dealing with envi- 
ronmental issues. Environmental projects 
will be assigned separate management 
files, to improve tracking and control. 

The Authority also maintains emer- 
gency response plans jointly with the 
Canadian Coast Guard. Our emergency 
response procedures have so far proven 
effective in minimizing the environmental 
consequences of maritime accidents. 


CUSTOMER SATISFACTION 


ORGANIZATIONAL DEVELOPMENT 


e Authority’s customer service initia- 
tives have generated a corresponding set 
of internally-oriented endeavours to 

ensure that the organization can respond 
effectively to ongoing change and continue to 
create improvements and efficiencies that are 
visible to Seaway users. 

A strategic planning process is in place, 
based on Vision 2002, and significant 
progress has been achieved on the corporate 
objectives that support the vision statement. 
Better planning will also result from improve- 
ments to our traffic forecasting process, based 
on more frequent contacts with the industry, 
and from a monitoring process to improve 
revenue forecasting, initiated in 1995. The 
Authority has developed an annual marketing 
plan and a corporate communications plan 
and is implementing a corporate communica- 
tions policy. Planning for long-term human 
resource management, specifically succession 
planning, began in 1995 and work is continu- 
ing. Regional teams in both sections of the 
Seaway are reviewing the contingency plan 
for emergency response preparedness, in 
preparation for scheduling training and exer- 
cises. 

During 1996, a quality service team 
identified and optimized the interaction 
processes between the Engineering Section 
and the Seaway’s regional organizations. The 
responsibilities of each group at every step 
have been identified, and new procedures 
established as necessary. The team’s recom- 
mendations, which are now being implement- 
ed, included project evaluation, assignment of 
project leaders for all major projects, and 
training presentations for individuals and 
groups who will use the new processes. 
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PERFORMANCE MEASUREMENT 


Critical to the achievement of the 
Authority’s business strategies and quality ser- 
vice initiative is the performance measurement 
system now being implemented. This comput- 
erized system captures data and distributes 
indicator graphics on-line to employees who 
can directly affect the Authority’s performance 
related to those indicators. For example, data 
on transit time achievements against standards 
is provided daily at the service team level, 
weekly at the management level, and monthly 
at the executive level. 

Performance measurement is being 
implemented in phases (see graphic, following 
page). Indicators for transit time, delays, vessel 
incidents, breakdowns that could affect transit 
time and preventive maintenance were avail- 
able for the start of the 1996 navigation sea- 
son. They were later joined by data on project 
effectiveness. Seven sub-teams worked 
throughout 1996 to finalize indicators in other 
key areas of competitiveness, asset manage- 
ment, business results, continuous improve- 
ment, and employee satisfaction. All indicators 
were fully implemented by June 1997. 

Completion of the measurement system 
involved new software development, to bring 
together in standardized form data from such 
diverse sources as traffic systems, maintenance 
planning, and the infrastructure management 
support system, among others. Hardware 
upgrades were also necessary to make the pro- 
gram available throughout the organization, as 
well as training for staff members who will use 
performance measurement as a daily working 
tool. 


CUSTOMER SATISFACTION 


EMPLOYEE REWARDS AND 
RECOGNITION 


The St. Lawrence Seaway Authority is 
committed to the principle that major gains 
in quality and productivity can only result 
from the work of teams: motivated and 
respected employees pooling skills, knowl- 
edge and energy. Consequently, team build- 
ing activities and implementation of a 
rewards and recognition program for 
employees have been a priority over the 
past year. Based on best practices research 
during 1995, the rewards and recognition 
program was refined with employee input 
and the first phase was implemented in 
1996. The program consists of a five-point 
mix of short-and long-term initiatives that 
promote the recognition of six targeted 
work practices: customer satisfaction; work 


PHASE 1 


PHASE 2 
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safety; commitment to teamwork and the orga- 
nization; cost reduction; increasing revenues; 
and optimizing employee potential. 

During the past year, the Team launched a 
“thank you” initiative to individuals and teams, 
and feedback indicates a generally positive 
response from employees. By December 1996, 
176 Thank-You-Grams had been sent, includ- 
ing 21 to teams. Fifty-one percent involved 
recognition for teamwork; 29 percent of recipi- 
ents helped increase customer satisfaction; and 
10 percent contributed to cost reductions. 

An employee survey was developed to 
determine the baseline indicators for employee 
satisfaction and was added to the performance 
measurement system. In the long term, a per- 
formance enhancement program will be added, 
along with a revised compensation system and 
a suggestion system. 


PHASE 3 


CUSTOMER SERVICE 
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combine oper- 
ational and 
| | maintenance functions. A corporate tran- 
e transit time standards developed | sition team realigned organizational 
in consultation with customers were | structures in the two regions and planned 
/ implemented in 1996, together with the transfer cycles for implementation 
a delay coding system. To accommodate 
operational characteristics, such as the 
speed of the current in the St. Lawrence 
River and differences in vessel perfor- 
mance, separate transit time standards 
were set for each section of the Seaway, 


TRANSIT TIME STANDARDS 


for ocean-going and inland vessels, and 
for traffic proceeding in both directions 
through the system. 

The results indicate that over 92% 
of vessels on the Montreal/Lake Ontario 
section and over 95% of the vessels on 
the Welland Canal complete their tran- 
sits within four hours of the standard. 

Now that a full year of data has been 
gathered, the analysis and problem-solv- 
ing stage has begun. Based on this analy- 
sis and discussions with partners and 
stakeholders, changes to procedures and 
other activities will begin this year to rec- 
tify the causes of delays and set improved 
standards for transit through the Seaway 
system. 
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CUSTOMER SERVICE 


between February and June 1996. Then 
an interregional implementation team 
took over, with a mandate to ensure that 
specific and appropriate services were 
provided during the implementation 
phase. The service team approach now 
covers the Seaway system in both regions. 

Because service teams place new 
demands on employees, training for 
multi-skilling and self-management has 
been a priority. A corporate training pro- 
gram has been developed, and specialized 
skills training will continue for the next 
three years to ensure that each team has 
the administrative and collective skills 
they need, as well as the tools to integrate 
quality service principles. The focus in 
1997 is to continue the development of 
team members towards semi-autonomy 
and self management. Work planning and 
scheduling have already been transferred 
to the service teams, and in the Niagara 
Region, new procedures for vessel transits 
in a service team environment have been 
in effect since March 1996. 
As of March 1997, service 
teams in both regions have 
also assumed responsibility 
for maintenance, security 
and surveillance. 


VESSEL LOCATION 
INFORMATION 


Improvements to the 
Seaway’s vessel location 
system include new data 
lines and control points, 
more reliable computer 
systems and better moni- 
toring and programming. 
Together, these have result- 


ed in more accurate, timely and accessible 
information concerning the whereabouts 
and arrival times of vessels in the system. 

A new PC-based graphic display sys- 
tem, updated every 10 minutes in the 
Welland Canal and every 15 minutes in 
the Montreal/Lake Ontario section, 
shows Seaway employees the exact loca- 
tion of all vessels in the waterway. 
Additional text and graphics show more 
operational data such as up-to-date 
weather forecasts from Environment 
Canada and projected structure utilization 
to assist planning. 

Currently, vessel position informa- 
tion is obtained by shippers and receivers 
through an interactive voice response sys- 
tem. Feedback indicates overall satisfac- 
tion, but the Authority is also 
investigating ways to make this informa- 


tion accessible to Seaway users via the 
Internet. 


NEW INITIATIVES 


he Authority moved to a new level of 

quality improvement planning in 1996 by 

identifying key processes that would bene- 
fit from the same business improvement team 
approach that was applied so successfully to func- 
tions such as vessel location and transit times. 
Three new teams were launched to deal with 
tolls and statistics, traffic management and main- 
tenance planning and delivery. 


TOLLS AND STATISTICS 


This team re-engineered the tolls and sta- 
tistics process to meet customer needs, and its 
recommendations are now being implemented. 
All significant elements of the process were 
reviewed: pre-clearance, toll assessment and 
collection, and statistical capture of data and 
reporting of results. 
The team consulted with both internal 
clients (those who carry out the process and use 
the results) and users of the Seaway to ensure 
that these goals are achieved: 
® to increase customer satisfaction by reducing 
the administrative burden of using the Seaway 
system; 

° to reduce costs by eliminating duplication and 
procedures that add no value; and 

® to provide appropriate statistical data to sup- 
port key business activities. 

The new process now being implemented 
is fully computerized and includes a redesigned 
computer system, additional data gathering 
capability, and modifications to procedures, as 
well as its own performance indicators. Goals 
are set for continuous improvement and moni- 
tored as to cost per transit, cycle time from tran- 
sit to full payment, and customer satisfaction. 


TRAFFIC MANAGEMENT 


The Traffic Management Team was 
launched in mid-July 1996 to improve the traffic 


16 


control process and interfaces throughout the 
Seaway. During 1996, it documented the existing 
process, identified and evaluated sub-processes, and 
developed ways to improve and simplify procedures 
as well as to integrate new functions and better 
technologies. The team’s work included consulta- 
tions with Authority staff as well as Seaway users to 
identify priority expectations and rate present per- 
formance. In 1997, design, implementation and 
testing strategies will be developed, leading eventu- 
ally to the replacement of the Niagara Region traf- 
fic control computer scheduled for April 1998. The 
ultimate goal is to increase customer satisfaction 
and reduce transit times. 


MIAINTENANCE PLANNING 
AND DELIVERY 


This business improvement team held its 
first meeting in September 1996. Its goals were to 
optimize the maintenance planning and delivery 
process and ensure the needs of related processes 
are met; develop performance measurement indi- 
cators for maintenance planning and delivery; and 
recommend strategies for implementation and 
continuous improvement. 

The optimized process, designed for the new 
semi-autonomous service team environment, will 
contribute to meeting the corporate objectives of 
improving customer service and reducing costs. It 
was developed in consultation with a cross-section 
of Authority employees involved in the various 
sub-processes, with managers and planners at 
Dofasco Inc., where a comparable planning and 
delivery process is in place, and with input from 
delegates at an IMMPOWER System Users 
Conference. One consequence of the outside con- 
sultation was a regrouping of the original 13 sub- 
processes into five categories. The team also 
consulted with staff involved in related processes 
such as time entry, accounting, project manage- 
ment, and purchasing and stores, to ensure smooth 
and integrated function of the new process. 


RELIABILITY AND SAFETY 


he reliability and safety of the Seaway system 

are critical factors in maintaining competi- 

tiveness. Investments in maintenance and 
upgrades result in improved transit times, assur- 
ance of system integrity, better relations with cus- 
tomers, as well as the facilitation of marketing 
efforts. In 1994, the Auditor General made rec- 
ommendations relating to the management of 
Seaway structures. In response, the Authority put 
in place an ongoing inspection and assessment 
program, supplemented by a computerized infra- 
structure management support system (IMSS). 
Infrastructure maintenance is the area where the 
Authority applies risk management principles. 


Risk MANAGEMENT 


The Authority’s infrastructure management 
process begins with data collection through 
inspection and performance assessment. The find- 
ings are channelled into a review process that 
involves risk assessment, cost-benefit analysis of 
system improvement and other capital projects, 
remedial planning and long-term planning. All of 
the Authority’s assets are reviewed at least once a 
year. Remedial recommendations are assigned to 
each asset based on the condition of the infra- 
structure element (risk estimate plus reliability 
analysis) and its importance to the functioning and 
safety of the Seaway. Improvement projects 
receive priority ratings based on pre-established 
corporate goals and values. 

A joint engineering/regional committee car- 
ries out a risk estimation exercise for every project 
proposed. Engineering Services determines the 
assessment rating of the project, based on standard 
engineering practices, and advises the committee 
of possible triggering events, likely timing of and 
potential modes of failure associated with the 
structure in question. Based on this information, 
the committee considers seven main risk attributes 
in relation to the structure and assigns each a 
severity score. The results of this exercise are fed 
into the IMSS, which incorporates a weighting 
scale, arrives at a risk index (a measure of the con- 
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sequences of failure), and combines it with the 
assessment rating to arrive at a risk exposure 
value. 

The risk exposure value is a measure of the 
overall risk of delaying a project. If the risk expo- 
sure level is high, then work is carried out with- 
out delay. Otherwise, the project is further 
analyzed using benefit/cost analysis procedures. 
High risk projects are prioritized based on the 
level of risk exposure. 


MAINTENANCE AND UPGRADES 


As usual, the winter shutdown period was 
used for maintenance and structural improve- 
ments. More than 25 maintenance projects were 
carried out in the Welland Canal, representing an 
investment of $13 million. As well as major pro- 
jects listed below, which will serve to improve 
transit times as well as ensure safety, smaller pro- 
jects in both sections were carried out to maintain 
reliability and standardize operating processes. 
These included the replacement of hinges on lock 
gates, new lock mechanisms and general mechan- 


ical upgrading. 


WINTER a 
MAINTENANCE 


REDUCING COSTS 


or planning purposes, the Authority 

divides costs into the categories of 

wages and salaries, capital expenses, 
maintenance expenses, and other 
expenses. Strategies were developed and 
applied to each of these categories to 
reach the objective of reducing costs in 
1996/97. 

Wages and salaries are the most 
significant of these cost categories, and 
the Authority’s target is to reduce its 
establishment level to 600 by the year 
2002. In 1996/97, staff numbers were 
reduced by 22 to a new low of 711 posi- 
tions. At current salary levels, the 
1996/97 reduction represents savings of 
approximately $1.28 million annually. 

Inflation was absorbed once again, 
and the Authority succeeeded in com- 
pleting activities related to system oper- 
ations, maintenance and engineering 
below budget in 1996/97; operating 
expenses were $53.6 million, slightly 
down from the 1995/96 costs of $53.8 
million. 

Improved cost management has 
become possible through the new IMSS, 
now being used to complement our 
infrastructure management and risk 
assessment processes in setting priorities 
for capital and major restoration pro- 
jects. With the help of the IMSS, costs 
for asset renewal were reduced by more 
than $17 million over the five-year plan- 
ning period. Once the implementation 
of our performance measurement sys- 
tem is complete, the Authority will be in 
an even better position to manage costs 
effectively. 


The Authority reached an agree- 
ment with the Canadian National 
Railway Co. to decommission bridges 10 
and 20 in the Niagara Region; one of the 
bridges was dismantled in 1996, while 
the other is permanently raised until 
demolishing can begin. Removal of the 
bridges will improve navigation on the 
Welland Canal; it will also result in sav- 
ings over the next 10 years of some $9.1 
million in repairs and maintenance. The 
cost of removal and payments stipulated 
under various agreements is estimated at 
$6.7 million. 

Development of the Authority’s five- 
year strategic information technology 
plan is under way, with recommendations 
from a consultant firm being evaluated 
this year. The new plan will align invest- 


ment in information technology with 
corporate objectives, and should provide 
higher efficiency at lower cost. 
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INCREASING REVENUE 


he Authority met its goal of increasing 

revenues in 1996/97 with a net income, 

before unusual items, of $7.3 million, 
compared to a net income of $1.7 million in 
the preceding fiscal year. This solid perfor- 
mance is due to an increase of $5.3 million in 
revenues over 1995/96 including investment 
income. An unusual charge of $6.7 million is 
recorded against the Authority’s net income for 
1996/97 to cover the dismantling of railway 
bridges 10 and 20 in the Niagara Region as a 
cost cutting measure. The Authority also 
absorbed $533,000 for costs related to commer- 
cialization of the Seaway thereby reducing the 
net income to $35,000. 

Toll revenues improved by $4 million, 
reaching a total of $75.3 million, and revenues 
from other sources improved by $1.3 million, 
for a total of $7.8 million. The contract for 
supplying water to Ontario Hydro through 
Niagara Power accounts for the majority of the 
increase. 

For the second year in a row, the 
Authority was able to fund all capital expendi- 
tures from the current year’s cash flow, as well 
as putting aside $1.9 million for future require- 
ments. 


MARKET SHARE AND COMPETITIVENESS 


The Authority prepares annual marketing 
plans to set directions for promotional activities 
during the year. These plans help meet traffic 
results targets for the year. 

To attract new cargoes and ships and pro- 
mote greater use of the Seaway, Auhority staff 
participated in a variety of trade missions, con- 
ferences and exhibitions, as well as visiting 
intermediate, final and casual customers to 
maintain or increase their use of the system. 

The most recent figures available indicate 
that the Seaway’s combined market share in the 
three main commodities of the system (grain, 
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milestone on May 10, 1996, di 
_ the Canadian freighter Algosoo, owned by 
eg Algoma Central Corporation and managed 
by Seaway Self Unloaders, passed through 
the Welland Canal locks carrying a load of 
iron ore from Pointe-Noire, Quebec, to 


Lorain, Ohio. Traditionally the second most 
important commodity after grain for the 
Seaway, this particular shipment of iron ore 
propelled the waterway’s total cargo 
movements over the two billion tonne mark. 
The value of cargoes passing through the 
Seaway system now exceeds $400 billion. 


iron ore and steel) decreased by about three per- 
cent between 1994 and 1995. Higher steel 
movements in 1996 contributed to an increase in 
market share, as did the Authority’s success in 
attracting additional iron ore shipments. 
Competitiveness is determined by all trans- 
portation and handling costs, of which tolls rep- 


The Seaways largest-ever 
shipment of soybeans 


Another record achieved in 1996 was the pas- 
sage through the system of the largest-ever 
shipment of soybeans. The M/V Finix sailed 

from the grain terminal of Les Silos Port-Cartier 
in Port-Cartier Quebec on October 22, 1996, 

carrying 110,623 tonnes of U.S. soybeans, val 
ued at $30 million U.S., en route to Rotterdam. 
The soybeans originated from Toledo and 
Duluth and transited the Seaway on lakers 
operated by Seaway Bulk Carriers. 


INCREASING REVENUE 


PROMOTIONAL ACTIVITIES 


= Mississippi Valley Coal Cor 
~ (New Orleans} and side trips 


» American Institute of Iron and Steel (New York) ..... Major North American steel customers and 


and Iron Ore Conference (Orlando) traders, liquid bulk, iron ore, coal and other ores 
resent from one percent (grain) to seventeen Authority has proposed a minimum two per- 
percent (stone) of the total cost. Accordingly, cent increase in tolls for 1997, together with 
maintaining the competitiveness of the Seaway simplification of the toll structure and removal 
system is not the responsibility of The St. of barriers to flexible pricing. 
Lawrence Seaway Authority alone. All those 
involved in service delivery — government LAND DISPOSAL AND OTHER 
inspection agencies, pilotage authorities, ports, REVENUE SOURCES 
port services, stevedoring companies, the U.S. The land disposal program continued with 
St. Lawrence Seaway Development the sale of eight properties for $0.3 million. 
Corporation, and the Coast Guards of the two Also in 1996, the Authority negotiated an 
countries — must continue to work together to agreement with the St. Catharines Hydro 


Electric Commission for the latter to operate 
the Seaway’s electrical power station. The pur- 
TOLLS pose of the agreement was to ensure clean and 


reliable power for the operation of locks and 


Toll revenues represented 85 percent of other structures. Implementation of the agree- 


the Authority’s income in 1996/97. The ment will follow negotiations with other juris- 
incentive tolls program to encourage new ions volved: 


business, established in 1990, was discontin- 
ued in 1995 and tolls were again maintained 


achieve efficiencies and reduce costs. 


at 1993 levels. Seaway tolls are subject to a 
Memorandum of Agreement between 
Canada and the U.S. In keeping with the 


need to operate more commercially, the 
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INCREASING REVENUE 
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A LOOK AT NEXT YEAR 


hile the Canada Marine Act and the 
status of the management agree- 
ment with the not-for-profit user 


Initiatives under way include amalgamat- 
ing ship inspections for foreign vessels at 
Montreal, testing state-of-the-art equipment 
for Vessel Traffic Control, developing a model 
for a binational agency, and the development 
of a flexible pricing mechanism. The 
Authority will follow through with its cus- 
tomer service initiatives and continue to 
improve its structure monitoring and assess- 
ment programs with full utilization of the 


consortium remain in abeyance, pending 
action by the new Parliament, the Authority 
will continue working closely with partners 
and stakeholders — particularly the Saint 
Lawrence Seaway Development Corporation, 
the Canadian and U.S. Coast Guards, 
‘Transport Canada and pilotage authorities — 


to improve competitiveness and efficiency infrastructure management system. 


and reduce costs. 
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GOVERNANCE 
The St. Lawrence Seaway Authority 


is a Crown Corporation created in 
1954 under the Act to establish The 
St. Lawrence Seaway Authority, 
R.S.C. 1985, c. S-2. The corpora- 
tion consists of a President and 
Chief Executive Officer and two 
Vice-Presidents appointed by the 
Governor in Council. Its activities 
are governed by the Act, and by by- 


laws it makes to manage its affairs. 


This annual report covers the opera- 
tions of The St. Lawrence Seaway 
Authority and the Thousand Islands 
Bridge. Separate reports are available 
for The Seaway International Bridge 
Corporation, Ltd. and The Jacques 
Cartier and Champlain Bridges 
Incorporated. Copies of these reports 
may be obtained from: 


Place de Ville, Tower “B” 


112 Kent Street, Suite 500 
Ottawa, Ontario K1P 5P2 


THE FINANCIAL YEAR IN REVIEW 


Financial Statements presented on the 
following pages and covers the operation 
of the St. Lawrence Seaway system only. 


Te analysis supplements the Consolidated 


OVERVIEW 


The fiscal year that ended March 31, 1997, has 
contributed to achieving The Authority’s 
ongoing objective of financial self-sufficiency 
and improving liquidity for future requirements. 


The Authority achieved a net income of $35,000 
for the operation of the Seaway in the fiscal year 
1996/97. This net income is after absorbing 
special charges of $6.7 million for the 
abandonment of railway bridges and $0.5 
million for costs related to the 
commercialization of the Seaway; the 
comparison to the previous year, before these 
special charges, shows that the net results from 
ongoing operations for 1996/97 is $7.3 million 
compared to the net income of 

$1.7 million in 1995/96. The solid financial 
performance of 1996/97 is mainly the result of 
higher revenues, which have increased by $5.1 
million over the preceding fiscal year. 


The Authority continued its commitment to 
implement cost reduction measures: an 
agreement was reached to take two railway 
bridges out of service, thereby eliminating 
future operational and maintenance costs. 
Accordingly, a charge of $6.7 million is 
recorded against the net income of the current 
fiscal year, to cover the cost of abandoning the 
two railway bridges in the Welland Canal. 


RESULTS OF OPERATIONS 


Revenues 


The total revenues for 1996/97 increased by 
$5.1 million or 6.1% to reach a total of $88.6 
million; this compares to $83.5 million for the 
fiscal year 1995/96. 


The revenues derived from tolls improved by 
$4 million during the 1996 navigation season 
to attain $75.3 million. The mix in cargo 
tonnage explains the increase in revenue; for 
example, while general cargo grew by 1,200 
metric tonnes, grain fell by 2,200 metric 
tonnes. This cargo mix, translated into 
revenues, provides an increase of $2.5 million 


REVENUES - NOT CONSOLIDATED 


1996/97 1996/97 1995/96 
Actual Budget Actual 
in thousands of $ 
Tolls 793318 68,900 71,358 
Leases and licences 6,364 5,158 5,000 
Investment Income 5,462 4,818 5,599 
Wharfage and other 
navigation revenues 1,102 805 ODL 
Gain on disposal of assets 253 500 403 
Miscellaneous 123 71 190 
88,622 80,252 83,502 
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Bets CHASSE FEAR IN Eds 


for general cargo and a reduction of $2.4 
million for grain; the other commodities 
experienced a positive upward trend and generated 
the additional revenues. 


The investment income of $5.5 million for 1996/97 
compares to $5.6 million for 1995/96; although the 
average yield on long- and short-term investments 
was lower during the period, the reduction in 
investment income was counterbalanced by the 
additional income from a net increase in the overall 


cash reserves of the Authority. 


Revenues from other sources totalled $7.8 million 
in 1996/97, an improvement of $1.3 million or 
19.8% over the fiscal year 1995/96. This increase 
is mainly due to the contract for supplying water to 
Ontario Hydro. 


Expenses 


Operating expenses for 1996/97, for activities 
related to system operations, maintenance, and 
engineering were $53.6 million, compared to 

$54.8 million in the budget and slightly down from 
the actual of $53.8 million in 1995/96. Salaries, 
wages and benefits account for 67.5% of the 
current year’s expenses, while this ratio was 70.3% 
for 1995/96. Maintenance projects for our 
operating structures amount to 23.3% and 18.8% 
respectively. An increase in maintenance projects 
of $2.3 million is mainly related to the renewal of 
lock structures and operating machinery in the 
Welland Canal. Administration expenses totalled 

| $13.6 million in 1996/97, down $0.7 million 
compared to budget and $0.2 million lower than in 
1995/96. The reduction in administrative expenses 
is mainly the one-time effect of the employee leave 
benefits accounting policy introduced in 1995/96, 
which had an element of retroactivity in that year. 


The amortization expense of $12.8 million is 
consistent with the policy of the previous year, and 
compares with the expense of $11.9 million for 
1995/96 before the write-off of small assets with an 
original cost below $3,000. 


LIQUIDITY AND CAPITAL 
RESOURCES 


Operating Activities 

The operating cash flow of $13.8 million for 
1996/97 compares to $15.7 million for 1995/96, 
the lack of an improvement in cash flow considers 


the outlay of $6.7 million for abandonment of 
railway bridges. 


Financing Activities 

For the second year in a row, the Authority was 
able to fund all capital expenditures internally from 
the cash flow generated in the current year, and in 
addition, a sum of $1.9 million has been set aside 
for future operating requirements. 


The cash outlay to acquire capital assets amounts to 
$11 million in 1996/97, compared to $8.1 million 
in 1995/96. The major assets restoration program 
of the Authority is a commitment which requires 
an increasing cash infusion in order to keep the 
operating structures in a safe and reliable 

condition. The major projects of 1996/97 included 
$1 million to rehabilitate the St-Louis Bridge on 
the Beauharnois Canal and $2.5 million to restore 
approach walls in the Welland Canal. 


Long-term Investments 


The Authority finished the fiscal year 1996/97 with 
$46.6 million in funds set aside for future operating 
and capital expenditure requirements. 


The long-range plan for continuing capital 
infrastructure restoration work in the next five 
years is estimated at $48.4 million, while cash 
requirements for other capital expenditures amount 
to $11.6 million. 


The Authority continues to be financially self- 
sufficient and is working to remain that way in the 
future by promoting the use of the Seaway system 
and continuously looking to operate at less cost. 


FIVE-YEAR FINANCIAL SUMMARY 
(IN THOUSANDS OF DOLLARS) 


1996/97 1995/96 1994/95 1993/94 1992/93 
SEAWAY 
Tolls $ 75,318 $ 71,358 $ 76,026 $ 59,260 $56,225 
Leases and Licences 6,364 5,000 5,596 6,365 4,360 
Investment Income 5,462 5,599 3,720 4,083 4,236 
Others 1,681 1,774 2,325 3,984 4,434 
88,825 83,731 87,667 73,692 69,255 
Operating Expenses 67,305 67,636 59,480 65,362 66,083 
Amortization 12,774 12,925 14,571 12,638 12,664 
Income (loss) from Operations 8,746 3,170 13,616 (4,308) (9,492) 
Abandonment of 
railway bridges (6,719) = = = = 
Commercialization costs (533) = = = = 
Final settlement of claim - - 2,750 - - 
Income (loss) before 
Large Corporations Tax 1,494 3,170 16,366 (4,308) (9,492) 
Large Corporations Tax 1,256 1,261 875 1,807 1,480 
Net Income (loss) * $ 238 $ 1,909 $ 15,491 $ (6,115) $ (10,972) 


* The above summary does not include 
the proportionate consolidation 
of the SIBC joint venture. 


THOUSAND ISLANDS BRIDGE 


Revenue $ 2,674 $ 2,466 $ 2,186 $ 2,267 $ 2,250 
Expenses 552 615 978 576 674 
Income From Operations 25122 1,851 1,208 1,691 1,576 
Investment Income 628 900 750 444 543 
Net Income before Large 

Corporations Tax 2,750 DS 1,958 2,135 2119 
Large Corporations Tax 59 43 37 25 18 


Net Income $ 2,697 $ 2,708 $ 1,921 $2,110 $2,101 


Dy: 


MANAGEMENT'S REPORT 
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fs accompanying consolidated financial statements of The St. Lawrence Seaway Authority and 
all information in this Annual Report are the responsibility of management. 


The consolidated financial statements have been prepared in accordance with generally accepted 
accounting principles and necessarily include some estimates which are based on management's 
best judgements. Information contained elsewhere in the Annual Report is consistent, where 
applicable, with that contained in the consolidated financial statements. 


To meet management's responsibility and to assure the integrity and reliability of financial 
reporting, the Authority maintains a system of internal controls, policies and procedures to 
provide reasonable assurance that assets are safeguarded, and that transactions and events are 
properly recorded. 


The system of internal control is supplemented by an internal audit which conducts periodic 
reviews of different aspects of the Authority's operations. In addition, our external auditors have 
full and free access to the members of the Authority, who oversee management's responsibility for 
maintaining adequate control systems and the quality of financial reporting. 


The Auditor General of Canada is responsible for auditing the consolidated financial statements 
and for issuing his report thereon. 


Carol Lemelin G.R. Stewart 
Comptroller and Treasurer President & CEO 


Cornwall, Ontario 
May 9, 1997 
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A\UDITOR’S REPORT 


AUDITOR GENERAL OF CANADA VERIFICATEUR GENERAL DU CANADA 


To the Minister of Transport 


I have audited the consolidated balance sheet of The St. Lawrence Seaway Authority as at 

March 31, 1997 and the consolidated statements of operations, deficit and changes in financial 
position for the year then ended. These financial statements are the responsibility of the Authority’s 
management. My responsibility is to express an opinion on these financial statements based on my 
audit. 


I conducted my audit in accordance with generally accepted auditing standards. Those standards 
require that I plan and perform an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also includes assessing 
the accounting principles used and significant estimates made by management, as well as evaluating 
the overall financial statement presentation. 


In my opinion, these consolidated financial statements present fairly, in all material respects, the 
financial position of the Authority as at March 31, 1997 and the results of its operations and the 
changes in its financial position for the year then ended in accordance with generally accepted 
accounting principles. As required by the Financial Administration Act, I report that, in my opinion, 
these principles have been applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Authority that have come to my notice during my 
audit of the consolidated financial statements have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, The St. Lawrence Seaway Authority Act 
and regulations, and the by-laws of the Authority. 


Raymond Dubois, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 9, 1997 


27 


CONSOLIDATED BALANCE SHEET 
AS AT MARCH 31,1997 (IN THOUSANDS OF DOLLARS) 


SEDO HRA ERS RSH OHE HORSES EHR EH SHEE TAO HTEEHS HOSA OEHREE PRET HOH CRSR ESSERE SORT TESHPAERA ORDO HO EEEROSCROSETOCEREESREOTEROROOTEHEE SOON 


1997 1996 
ASSETS 
Current 
Cash and short-term investments (Note 3) $ 36,256 $ 26,705 
Accounts receivable (Notes 6 and 7) 4,951 5,177 
Accrued interest receivable 1,043 1,953 
Supplies inventory 2,673 2,747 
44,923 36,582 
Long-term 
Investments (Note 3) 59,581 57,699 
Mortgages receivable (Note 4) 1,055 983 
Advance to a co-venturer (Note 5) 567 575 
Investment in non-consolidated wholly-owned subsidiaries 2 2 
(Note 6) 
Capital assets (Note 7) 503,721 505,835 
$ 609,849 $ 601,676 
LIABILITIES 
Current 
Accounts payable and accrued liabilities (Note 7) $ 13,627 _ $ 12,688 
Provision and accrued charges for abandonment of 
railway bridges (Note 9) 4,317 - 
Large corporations tax payable (Note 11) 25 ey) 
17,969 12,843 
Long-term 
Accrued employee termination benefits 13,720 13,608 
31,689 26,451 
Commitments and contingencies (Notes 12 and 13) 
EQUITY OF CANADA 
Contributed capital (Note 8) 624,950 624,950 
Deficit (46,790) (49,725) 
| 578,160 OA 
$ 609,849 $ 601,676 
ue. # Coe AIG See + 


President & CEO 


(See accompanying notes to the consolidated financial statements.) 
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Comptroller and Treasurer 


{> CONSOLIDATED STATEMENT OF OPERATIONS 


FOR THE YEAR ENDED MARCH 31, 1997 (IN THOUSANDS OF DOLLARS) 


1997 1996 
Seaway Thousand 
International Islands 
Seaway Bridge Bridge Total Total 
REVENUES 
Tolls $ 75,318 $ 1,361 $ - $ 76,679 Si 2e123 
Leases and licenses 6,364 56 1,141 7,561 6,125 
Investment income 5,462 15 628 6,105 6,459 
Others 1,478 26 1,533 3,037 2,943 
88,622 1,458 3,302 93,382 88,250 
EXPENSES 
Operations, maintenance 
and engineering 53,650 882 158 54,690 54,830 
Administration 13,655 225: 119 13,999 14,150 
Amortization 12,774 148 275 13,197 13,349 
80,079 255 552 81,886 82,329 
Income from operations 8,543 203 2,750 11,496 5021 
Abandonment of railway bridges (Note 9) (6,719) - - (6,719) - 
Commercialization costs (Note 10) (533) - - (533) - 
Income before large corporations tax 1,291 203 2,750 4,244 5,921 
Large corporations tax (Note 11) 1,256 - 53 1,309 1,304 
$ 4,617 


NET INCOME FOR THE YEAR $ 35 $ 203 $ 2,697 $ 2,935 


CONSOLIDATED STATEMENT OF DEFICIT 
FOR THE YEAR ENDED MARCH 31, 1997 (IN THOUSANDS OF DOLLARS) 


1997 1996 
Seaway Thousand 
International Islands 
Seaway Bridge Bridge Total Total 
Retained earnings (deficit), 
beginning of year $ (71,172) $ - $ 21,447 $ (49,725) $ (54,342) 
Net income for the year 3D) 203 2,697 23935) 4,617 
Distribution of Joint 
Venture net income 203 (203) - = = 
Retained earnings (deficit), 
end of the year $ (70,934) $ - $ 24,144 $ (46,790) 


(See accompanying notes to the consolidated financial statements.) 
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$ (49,725) 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31,1997 (IN THOUSANDS OF DOLLARS) 


DEO H SOTHO DEERE EORTC THESE EHS ESET OTOH HE SEEE DES PHY SRE ED ECCS HOS HOSE ESS EO SE OOTES HUES SOESO FETE ME DESEO SOS ISESHOEOHESSSSHHHEEHODEEOS 


1997 1996 
Seaway ‘Thousand 
International Islands 
Seaway Bridge Bridge Total Total 
OPERATING ACTIVITIES 
Cash provided from operations 
Net income for the year $ 35 $ 203 $ 2,697 $ 2,935 $ 4,617 
Items not requiring cash 
Amortization 12,774 148 215 13,197 13,349 
Abandonment of railway bridges 255 - - 255 - 
Employee termination benefits OTe, 15 - 992 Lot 
Gain on disposal of capital assets (253) - - (253) (403) 
Operating cash flow 13,788 366 2,972 17,126 19,120 
Net change in working capital components 
other than cash and short term investments 6,668 (432) 100 6,336 2,168 
Payments of employee 
termination benefits (866) (14) - (880) (914) 
Cash provided by (used in) 
operating activities 19,590 (80) 3,072 22,582 20,374 
Internal transfers 2,658 - (2,658) - = 
22,248 (80) 414 22,582 20,374 
INVESTING ACTIVITIES 
(Increase) in investments (1,882) - - (1,882) (8,399) 
Decrease (increase) in 
mortgage receivables (72) - - (72) 155 
Decrease in advance 
to a co-venturer 8 - - 8 190 
Acquisitions of capital assets (11,016) (19) (414) (11,449) (8,279) 
Proceeds from disposal of capital assets 364 - - 364 1,014 
Cash used in investing activities (12,598) (19) (414) (13,031) (15,319) 
Increase (decrease) in cash 9,650 (99) - 9,551 5,055 
Cash and short-term investments 
at beginning of year 26,480 225 - 26,705 21,650 
Cash and short-term investments see Se 
at end of year $ 36,130 $ 126 $ - $ 36,256 $ 26,705 
Working capital position 
at end of year 
Current assets $ 44,698 $ 225 $ - $ 44,923 $ 36,582 
Current liabilities 17,819 150 - 17,969 12,843 
$ 26,879 75 $ - $ 26,954 $ 23,739 


(See accompanying notes to the consolidated financial statements.) 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


MARCH 31, 1997 


1. THE AUTHORITY 


a) Authority and Objectives 
The St. Lawrence Seaway Authority was 
established in 1954 under The St. Lawrence 
Seaway Authority Act and is classified as a 
parent Crown corporation under 
Schedule III Part 1 of 
The Financial Administration Act. 


The Authority was established to construct 
and operate a deep waterway between the 
Port of Montreal and Lake Erie together 
with such works and other property, 
including bridges incidental to the deep 
waterway, as deemed necessary by the 
Governor in Council. 


The St. Lawrence Seaway Authority Act confers 
upon the Authority the powers to borrow 
money and to produce revenue by levying 
tolls for the use of the deep waterway. The 
tolls that may be charged shall be fair and 
reasonable and designed to provide a revenue 
sufficient to defray the cost to the Authority 
of its operations in carrying out the purposes 
for which it is incorporated, which costs shall 
include: 


i) payments in respect to the interest on 
amounts borrowed by the Authority to 
carry out those purposes; 


ii) amounts sufficient to amortize the 
principal of those amounts over a period 
not exceeding fifty years; and 


ili) the cost of operating and maintaining the 
canals and works under the 
administration of the Authority, including 
all operating costs of the Authority and 
such reserves as may be approved by the 
Minister. 
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Under The St. Lawrence Seaway Authority Act, 
tolls may be established by filing with the 
Canadian ‘Transportation Agency or by 
agreement between Canada and the United 
States. This agreement between the two 
countries is in the form of an exchange of notes 
in accordance with directions given by the 
Governor in Council. 


b) Commercialization of the St. Lawrence 
Seaway System 
As part of its strategy to strengthen Canada’s 
transportation system, on December 14, 
1995, the government issued its new National 
Marine Policy, which confirms that the Great 
Lakes/St. Lawrence Seaway System is a 
crucial waterway and a business. This policy 
will likely impact significantly on the 
Authority’s operations and structure. 


Among other elements, this policy announces 
that the Government of Canada will pursue 
the commercialization of the operations of 
the Great Lakes/St. Lawrence Seaway 
System. ‘To this end, this policy mentions two 
alternatives. First, negotiations are currently 
under way with a group representing Seaway 
users and consideration is being given to 
establishing a not-for-profit public private 
partnership that would operate the Seaway 
under a long-term agreement. According to 
this policy, the government would retain title 
to all current Seaway lands and structures 
regardless of how the commercialization of 
the operations of the Great Lakes/St. 
Lawrence Seaway System is carried out. 
Second, should negotiations be unsuccessful, 
the Government of Canada will pursue the 
required changes through other options, such 
as increased commercialization of the current 
management of the Seaway. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


MARCH 31, 1997 


The Authority’s future is heavily dependent 
on the outcome of future-related 
Governments decisions. At this time, it is 
not possible to evaluate the possible impacts 
on the financial statements. 


2. SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES 


The financial statements have been prepared in 
accordance with Canadian generally accepted 
accounting principles. A summary of 
significant accounting policies follows: 


a) Basis of Consolidation 
The consolidated financial statements 
include the accounts of The St. Lawrence 
Seaway Authority and the Authority’s 
proportionate share of its interest in the 
accounts of its joint venture, The Seaway 
International Bridge Corporation, Ltd. 
The Authority holds a 50% interest in The 
Seaway International Bridge Corporation, 
Ltd., and as a result is entitled to 50% of the 
assets of the joint venture, its liabilities and 
its net income. 


The Authority’s investments in two other 
wholly-owned subsidiaries for purposes of 
the Financial Administration Act, The 
Jacques Cartier and Champlain Bridges 
Incorporated and Great Lakes Pilotage 
Authority, Ltd., are recorded at cost because 
the Authority does not have the right and 
ability to obtain benefits from their 
resources and the Authority is not exposed 
to their related risks. 
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Thousand Islands Bridge 

In September 1976, the Minister of 
‘Transport entrusted the Authority with the 
management and operation of the 
Thousand Islands Bridge, while the real 
property was vested in the name of Her 
Majesty in Right of Canada. Subsequent 
capital expenditures made by the Authority 
to improve the Bridge have been recorded 
as capital assets. The retained earnings of 
the Bridge represent its cumulative 
earnings since September 1976. 


These consolidated financial statements have 
segregated the operations of the Thousand 
Islands Bridge on the premise that its 
management and operation by the Authority is 
independent of Seaway operations. 


b) Supplies Inventory 
Supplies inventory comprises equipment 
and supplies used in the operation and 
maintenance of the Seaway and is recorded 
at the average cost. 


c 


LA 


Capital Assets 

Capital assets are recorded at cost. 
Replacements and major improvements 
which increase the capacity of the deep 
waterway system or extend the estimated 
useful service lives of existing assets are 
capitalized. Repairs and maintenance are 
charged to operations as incurred. The 
cost of assets sold, retired, or abandoned, 
and the related accumulated amortization 
are removed from the accounts on disposal. 
Gains or losses on disposals are credited or 
charged to operations. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
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Amortization is recorded using the straight- 
line method based on the estimated useful 
service lives of the assets. 


d) Welland Canal and Valleyfield Bridge 
Rehabilitation Programs 
Funding received from the Government of 
Canada for these programs was accounted 
for by crediting the amount against the costs 
of related capital projects undertaken during 
the year. The non-funded remaining cost, 
which is to be recovered from the users, is 
capitalized and amortized. 


Employee ‘Termination Benefits 
Employees of the Authority are entitled to 
specified benefits as provided for under 
labour contracts and conditions of 
employment. These benefits include 
accumulated sick leave and furlough leave 
which are payable upon termination. 
Usually, the termination benefits correspond 
to the higher of a week’s salary (two weeks for 
the first year of service) for each year of 
service up to a maximum of 28 weeks or 75% 
of the balance of the employee’s accumulated 
sick leave days. Employees are allowed 15 
days of sick leave per year. The liability at 
year-end for these benefits is recorded in the 
accounts as the benefits accrue to employees. 
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Pension Plan 

All employees of the Authority are covered 
by the Public Service Superannuation Plan 
administered by the Government of Canada. 
Contributions to the Plan are required from 
both the employee and the Authority. These 
contributions represent the total liability of 
the Authority and are recognized in the 


accounts on a current basis. 
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The Authority is not required under present 
legislation to make contributions with respect 
to actuarial deficiencies of the Public Service 
Superannuation Account. 


g) Employee Life Insurance Plan 
The Authority provides a life insurance plan 
for its employees. Surpluses and deficits from 
the plan are included in revenues or expenses 
in the year in which they are incurred. 


h 
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Retired Employee Benefits 

The Authority provides a life and major 
medical insurance plan for its retired 
employees. Contributions to the plan are 
required from participant retired employees 
and the Authority. Surpluses or deficits from 
the plan are recognized in the accounts in the 
year in which they are received or paid. 


Insurance 

The Authority assumes substantially all risks 
in relation to compensation and damages to its 
locks. For all other assets the Authority 


carries conventional insurance. 
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The Authority invests in short term deposits, 
Government of Canada Treasury Bills, Canadian 
Chartered Banks Investment Certificates and has 
two deposits with the Consolidated Revenue 
Fund of the Government of Canada. The 
Authority has set aside certain of these 
investments in order to provide for future 
operating requirements, including emergencies 
and cash deficits, and for the funding of future 
employee termination benefits. The market 
value of these investments approximates both 
their net book value and fair value. 


INVESTMENTS 
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1997 1996 
(in thousands of dollars) 
Operating requirements: 
+ Government of Canada 
Treasury Bills maturing 
within one year with 
various interest rates 


between 2.9% and 3.9% $16,581 $ 7,899 


e Investment Certificates 
with various maturity 
dates between 1 and 3 
years and with interest 


rates varying between 


4.7% and 9.7% 30,000 36,800 
46,581 44,699 


Employee Termination Benefits: 
‘e Deposits with Consolidated 
Revenue Fund with interest 
rates of 8.12% and 8.34% 
and maturing in 
1998 and 2000. 13,000 13,000 
$ 59,581 57,699 


4. MORTGAGES RECEIVABLE 


The Authority has entered into long-term 
mortgages for the sale of parcels of land. The 
mortgages are at various interest rates varying 
from 8% to 9.5%, are recoverable in monthly 
instalments and are amortized over a maximum 
period of 22 years. Their carrying value 
approximates fair value. The current receivable 
portion of mortgages aggregating $21,287 is 
included in the accounts receivable. 


5. ADVANCE TO A CO-VENTURER 


This account represents the excess of the 
Authority’s investment in its joint venture, ‘The 
Seaway International Bridge Corporation, Ltd., 
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over its required contribution as per the 
contractual agreement. The advance carries 
interest at the average one-year Treasury Bill and 
has no repayment terms. Its carrying value 
approximates fair value. 


G6. INVESTMENTS IN 
NON-CONSOLIDATED 
WVHOLLY-OWNED SUBSIDIARIES 
AND RELATED PARTY 
TRANSACTIONS 


Investments consist of the following: 
No. of shares _ Cost 


Great Lakes Pilotage 

Authority, Ltd. (GLPA) 15 $ 1,500 
The Jacques Cartier and 

Champlain Bridges 

Incorporated (JCCBD 1 100 


The Authority is related in terms of common 
ownership to all Government of Canada created 
departments, agencies and Crown corporations. 
The Authority enters into transactions with these 
entities in the normal course of business. 


During the year ended March 31, 1997, the 
Authority provided certain engineering and 
administrative services to JCCBI for which it 
charged $653,201 (1996 - $764,828). Charges are 
made on full cost recovery basis. At 

March 31, 1997, the amount receivable from 
JCCBI totalled $116,041 (1996 - $40,782) and is 
included in the accounts receivable. 


The Canadian Coast Guard introduced new 
navigational services fees based on the Authority’s 
vessel fleet. The fees paid for this service during 
the year amounted to $69,981. In fiscal year 
1995/96, the Authority paid $600,000 to the 
Canadian Coast Guard for navigational aids. 
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7. CAPITAL ASSETS 


SD 


1997 
Amortization Cost Accumulated Net 
rate amortization 
(in thousands of dollars) 
SEAWAY 
Land = $ 28,199 $ - $ 28,199 
Channels and canals 1% 280,033 109,379 170,654 
Locks 1% 230,736 93,976 136,760 
Bridges and tunnels 2-4% 125,142 64,327 60,815 
Buildings 2% 15,254 8,969 6,285 
Equipment 2-20% 30,813 23,759 7,054 
Remedial works 1% 121,019 33,796 87,223 
Work under construction - 262 - 262 
$831,458 $334,206 $497,252 
SEAWAY INTERNATIONAL BRIDGE 
Equipment 5 - 20% 523 384 139 
Building 5- 10% 34 10 24 
Remedial works/Deferred major repairs 4.8 - 10% 992 294 698 
1,549 688 861 
THOUSAND ISLANDS BRIDGE 
Improvements 2-10% 7,225 1,617 5,608 
Total $840,232 $336,511 $503,721 
1996 
Amortization Cost Accumulated Net 
rate amortization 
(in thousands of dollars) 
SEAWAY 
Land . - $ 28,296 $ - $ 28,296 
’ Channels and canals 1% 279,613 102,292 177,321 
Locks 1% 224,893 91,065 133,828 
Bridges and tunnels 2-4% 124,131 62,320 61,811 
Buildings 2% 13,819 8,583 5,236 
Equipment 2 - 20% 29,473 26,153 3,320 
Remedial works 1% 121,019 32,560 88,459 
Work under construction = 1,107 - 1,107 
$822,351 $322,973 $499,378 
SEAWAY INTERNATIONAL BRIDGE 
Equipment 5 -20% 503 335 168 
Building 5 - 10% 34 8 26 
Remedial works/Deferred major repairs 4.8 - 10% 992 198 794 
1,529 541 988 
THOUSAND ISLANDS BRIDGE 
Improvements 2- 10% 6,811 1,342 5,469 
Total $830,691 $324,856 $505,835 
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7. CAPITAL ASSETS (CONT'D) 


Subsequent additions to assets are amortized 
over the remaining estimated useful service life 
of the initial group of assets to which the 
addition is related. The estimated useful life of 
these assets is for periods up to 2073. 


The Authority is continuing its review of the 
estimated useful service life of all its major 
physical assets and of its amortization policy. 
This review may lead to a decrease in the 
estimated useful life of the assets. 


Welland Canal Rehabilitation Program 

In 1985, the Authority engaged consultants to 
examine in detail, and report on, the structural 
condition of the Welland Canal system. The 
report was submitted during 1986 and, as a 
result, a seven-year $175 million rehabilitation 
program was established to refit the Welland 
Canal and ensure a continued safe and reliable 
waterway into the 21St century. The program 
consisted of refurbishing the lock walls, 
stabilizing the canal banks and approach walls, 
and rehabilitating ancillary structures. 


During 1986, the Government of Canada 
approved funding for the financing of the 
Welland Canal Rehabilitation Program. The 
funding of $175 million, which terminated in 
1993, has been deducted from related works 


under construction. 


Valleyfield Bridge Rehabilitation Program 
In 1987, Hydro-Quebec undertook an in- 
depth inspection of the bridge which led to the 
Rehabilitation Program for the Valleyfield 
Bridge. The Authority’s share of the 
Rehabilitation represents 25% of the total cost. 


A Treasury Board decision, rendered in 1992, 
made the Authority responsible for $17.8 million 
of the cost of work completed at March 31, 1992. 
All work was completed at March 31, 1993 and 
the costs to be funded by the Government of 
Canada amounted to $8.4 million, $1.0 million 
of which is included in accounts receivable; a 
similar amount is included in accounts payable. 


8. CONTRIBUTED CAPITAL 


As of April 1, 1977, loans from Canada of 
$624.95 million were converted to equity by 
parliamentary appropriation. This amount was 
recorded as contributed capital. The 
parliamentary appropriation authorizing the 
1977 conversion of loans from Canada to equity 
also authorized the Minister to fix, from time to 
time, the amount that shall be paid by the 
Authority annually out of its toll revenue as a 
return on capital. No return on capital has ever 
been required to be paid since then. 


9. ABANDONMENT OF 
RAILWAY BRIDGES 


The Authority has decided to close two of its 
bridges located in the Welland Canal area, given 
their operating costs and the large capital 
expenditures that would have been incurred in 
the near future to rehabilitate them. The 
Authority has estimated the total abandonment 
cost at about $6.7 million and it has recorded its 
costs in the current year. 
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The bridges were used in the railway service of 
a railway company by virtue of agreements 
signed more than 50 years ago. In order to 
carry out its plan to close those two bridges, 
the Authority acquired in 1996 the railway 
company’s rights and interest in the bridges 
that were conferred to it under the prior 
agreements. The acquisition cost of those 
rights and interest together with the estimated 
cost for the demolition of the bridges, 
represent the major cost component of this 
project. The Authority plans to complete the 
demolition of the two bridges in 1997/98. 


10. COMMERCIALIZATION COSTS 


The Authority is participating in activities 
relating to the commercialization of the St. 
Lawrence Seaway System. The cost of those 
activities includes studies for the setting up of a 
new not-for-profit public/private partnership 
and for the potential revision of the employees’ 
pension plan. 


11. INCOME TAXES - LARGE 


CORPORATIONS TAX 


The Authority, as a prescribed Federal Crown 
corporation, is subject to the provisions of the 
Income Tax Act. The Authority is not subject to 
any provincial income taxes. 


Currently, unamortized capital cost for tax 
purposes is in excess of the net book value of 
capital assets by approximately $192 million. 
The tax effect of this excess has not been 
recorded in the accounts of the Authority. The 
Authority also has a deductible loss of $5.9 
million expiring in 2002 which is available to 
reduce the taxable income of future years. 


il 


12. COMMITMENTS 


At March 31, 1997, contractual obligations for 
capital and other expenditures amounted to 
$15.8 million (1996 - $1.7 million). 


F3 "CONTINGENCIES 


There is a total of $86 million in claims 
instituted against the Authority. The claims 
arise from the breakdown of the Valleyfield 
Bridge in November 1984, the October 1985 
Lock 7 wall blow-out, compensation and 
damages in connection with the expropriation 
of lands and various other claims. The 
Authority is contesting all these claims and 
their outcome cannot be determined at this 
time although management is of the opinion 
that these actions will not result in any material 
losses to the Authority. The Authority is also 
the claimant in certain other pending or 
threatened claims and lawsuits. 


Decontamination could be needed for some of 
the Authority’s properties. To date, the 
Authority has not been in a position to 
determine the related costs, not having 
assessed its properties’ contamination status. 
The Authority is currently in the process of 
finalizing its environmental policy. 


14. REQUIRED FUTURE 
FUNDING FOR MAJOR 
RESTORATION OF 
INFRASTRUCTURE 


The anticipated amount of funds that should 

be provided by operating activities over the 

next five years will most likely not be sufficient 

to finance the anticipated major restoration 
Re 

projects of the Authority’s infrastructure over 
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that period. The Authority will need to use a 
significant portion of its investments to cover 
the excess costs of these projects over the funds 
generated by its operating activities. Beyond 
that period, and in the event of the continuance 
of that trend, the Authority may require outside 
financing of these projects. 


15. COMPARATIVE FIGURES 


Some of the 1996 comparative figures were 
reclassified to conform to the presentation 
adopted in 1997. 
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THE BEGINNINGS... 
1951 


he St. Lawrence Seaway Authority Act 

and the International Rapids Power 
Development Act allow Canadians to begin 
navigation works on the Canadian side of 
the river from Montreal to Lake Ontario, as 
well as in the Welland Canal. At the same 
time, a joint U.S. Canadian project begins 
power works in the International Rapids 
section of the St. Lawrence. The US. also 
begins work on the Wiley-Dondero Canal 
that will bypass the International Rapids. 
Co-operation and consultation on the ele- 
ments of the modern Seaway commences. 


1954 


The St. Lawrence Seaway Authority is 
established by an Act of Parliament, with 
the mandate to acquire lands for, construct, 
operate and maintain a deep draft waterway 
between the Port of Montreal and Lake 
Erie, along with the international bridges 
that cross it and other lands and structures. 
Work on the Seaway begins in September. 
Four Montreal area bridges are modified 
without disrupting traffic, new channels are 
dug and existing ones dredged. The related 
power development will flood 259 square 
km (100 square miles); land is expropriated 
and entire communities are resettled. Some 
6,500 people are moved to new homes and 
some 550 dwellings are transported to wait- 
ing foundations in the new towns of Long 
Sault, Ingleside and Iroquois. 


1958 


The new Iroquois Lock is in regular use by 
May. On July 4, the Snell and Eisenhower 
Locks built by the U.S. at Massena, New 
York are opened and the power is switched on 
at the international Moses-Saunders generat- 
ing station. 
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THE ST. LAWRENCE SEAWAY 
— SOME HIGHLIGHTS 


1959 


On April 25, the icebreaker “D’Iberville” 
begins the first through transit of the St. 
Lawrence Seaway, officially opened by 
Queen Elizabeth and President Eisenhower 
on June 26. 


1973 


The Welland Canal realignment to bypass 
the City of Welland opens to navigation. 


1978 


Seaway operations become self-supporting, 
depending on revenue from tolls and invest- 
ments. The federal government still con- 
tributes to major capital works. 


1983 


The Seaway carries its billionth tonne of 
cargo. 


1986 


The Authority begins a seven-year program 
to rehabilitate the Welland Canal, at a cost 
to the federal government of $175 million. 


1991 


The Authority starts a land disposal pro- 
gram, selling off land holdings not required 
for operations or future expansion. 


1993 


The Seaway’s draft increased from 26 feet to 
26 feet, 3 inches, enabling vessels to carry 
more cargo per voyage, and wide-beam 
vessels, exceeding the 76 foot limit by up to 
2 feet are first admitted through the locks. 
The transfer of non-navigational structures 
such as bridges to other jurisdictions begins. 


1995 


The Welland Canal section of the Seaway 
had the longest operating season ever — 280 
days, from March 24 to December 28. There 
were 277 days of navigation on the 
Montreal/Lake Ontario section. 


1996 


May 10 marks the passage through the 
Seaway system of two billion tonnes of cargo, 
valued at more than $400 billion. The ship 
that puts the cargo statistics over the two bil- 
lion tonne mark is the Canadian self- 


unloader A/gosoo, carrying a load of iron ore 
from Quebec to Ohio. 


In June 1996, the Canada Marine Act that will 
commercialize the Seaway is first introduced 
in the House of Commons. Parliament is dis- 
solved for a federal election before the Act 
passes, it is reintroduced in August 1997, and 
receives royal assent in June 1998. 


1998 


On October 1, operational control of the 
Canadian portion of the Seaway is officially 
transferred from The St. Lawrence Seaway 
Authority to The St. Lawrence Seaway 
Management Corporation, a new not-for- 
profit corporation. 


SOME STATISTICAL 
COMPARISONS 


Vessel Transits 


The total number of vessel transits through 
the Seaway system decreased from 9,078 in 
1960 to 4,061 in 1997, reflecting the disap- 
pearance of small canalers. However, in 
1960 the average vessel had a gross regis- 
tered tonnage (GRT) of 2,800 and carried 
3,400 tonnes of cargo. Today, the average 
GRT is 12,250, and the average cargo is 
12,000 tonnes. While the Seaway processes 
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55% fewer vessels, they each carry on aver- 
age 3.5 times more cargo. 


Cargo 


Total cargo tonnage on both sections of the 
Seaway rose from 30.6 million in 1960 to a 
high of 74.3 million in 1979. As transporta- 
tion trends and needs changed over time, the 
amount of cargo passing through the Seaway 
decreased, and tonnage in recent years have 
settled consistently in the 48 to 50 million 
tonne range. 


Various types of cargo have also undergone 
fluctuations over the years. Agricultural prod- 
ucts formed 31.6% of cargoes in 1960 and 
28.3% in 1997. Mine products also remain 
fairly consistent — 45.5% of cargoes in 1960 
and 47.2% in 1997. Manufactured and mis- 
cellaneous products (mostly steel and related 
products) have taken an increasing share of 
overall traffic, from 18.8% in 1960 to 24.3% 
in 1997. The key individual commodities 
passing through the Seaway and their relative 
share of cargoes in 1960 and 1997 are as 
follows: coal — 14.4% and 9.4%; iron ore — 
consistent at around 24%; fuel oil — 5.2% and 
2%; manufactured steel — 2.2% and 6.8%. 


Revenue 


In 1959, the Canadian portion of the Seaway 
generated revenues of $8.3 million; in 1997, 
revenues were $73.2 million. A more mean- 
ingful comparison results if both figures are 
adjusted to August 1998 dollars, using the 
Consumer Price Index. The revenue in 1959 
then becomes $49.7 million, and average 
costs to shippers are $1.50 per tonne. In 
1997, although adjusted revenue has risen to 
$73.2 million, the average costs to shippers 
have dropped to $1.39 per tonne — a remark- 
able achievement after nearly 40 years of ris- 
ing prices in every other sector of the 
economy. The outlook for toll revenue in 
1998 is very promising. 


POUR OUR DST T TERRES HTHHSEEHHHOHRERHHHEHH OOHRS OREOHOEHSTHESDOEHAHSEHRHOEHEHRHHHHRHOHHR OOH EHETHEREOEEEES HREOC EEHS 


his report, covering the period 
7 April 1, 1998 to September 30, 1998, is 
the last annual report of The St. 
Lawrence Seaway Authority. It marks a 
major milestone in the history of the 
Canadian operations of the Great Lakes / St. 
Lawrence Seaway System: the transition 
from stewardship by a crown corporation to 
management by the private sector. 


Canada’s new national marine policy, first 
announced in 1995, called for the commer- 
cialization of the Seaway. The Canada 
Marine Act, the legislation that gave life to 
this policy, received royal assent in June 
1998. Official transfer of responsibility for 
the Canadian operations of the St. Lawrence 
Seaway to a not-for-profit corporation estab- 
lished by Seaway users, under a renewable 
20-year agreement with the Canadian gov- 
ernment, took place in a ceremony in 
Welland, Ontario, on October 2, 1998. The 
management agreement for the new not-for- 
profit corporation includes incentives to 
encourage greater efficiency without reduc- 
ing the quality of service. The federal gov- 
ernment continues to act as regulator for the 
Seaway System and retains ownership of the 
Seaway’s infrastucture. 


PRESIDENTS MESSAGE AND 


Under the terms of the new management 
agreement, the Authority responsibility for 
the international bridges on its route, the 
tunnel at Melocheville, and the Great Lakes 
Pilotage Authority ended with its dissolu- 
tion. The Great Lakes Pilotage Authority 
became a crown corporation in its own right. 
The Melocheville Tunnel and the Mercier 
Bridge were transferred to The Jacques 
Cartier and Champlain Bridges 
Incorporated, which in turn, together with 
The Seaway International Bridge 
Corporation, Ltd., and the Canadian side of 
the Thousand Islands Bridge now operates 
under The Federal Bridge Corporation 
Limited. The St. Louis de Gonzague Bridge, 
the Valleyfield Bridge, and the Townline 
Tunnel remain government-owned assets, 
and are managed by The St. Lawrence 
Seaway Management Corporation on behalf 
of ‘Transport Canada. 


In the last year of its operation as a crown 
corporation, to meet the requirements of the 
Canada Marine Act, The St. Lawrence 
Seaway Authority carried a double workload. 
We dealt with business as usual, enabling the 
smooth passage of vessels through the 
Seaway System and continuing to implement 
planned operational improvements. In addi- 
tion, we had to prepare for life as a new pri- 
vate sector corporation. We accomplished 
both sets of tasks efficiently and on schedule, 
thanks to a spirit of co-operation and good- 
will among management, unions and staff 
that cannot be commended enough; and 
thanks also to the generous help and advice 
from ‘Transport Canada. 


This report winds up the business of the 
Authority and documents the state of the 
organization at handover. 


nossessessssess 


THE COMMERCIALIZATION 
MANDATE 


A major part of my mandate for 1998 was 
to ensure that the myriad tasks of the com- 
mercialization process were properly com- 
pleted. The Authority was an equal partner 
in the complex negotiation process for 
commercialization, participating in all 
meetings between Government and the 
User Consortium, as well as carrying out the 
tasks that these negotiations identified as 
crucial for the transition to new manage- 
ment. Our goal throughout was to hand 
over a healthy organization, with all the 
necessary new systems and procedures in 
place so that the Seaway could function 
efficiently in the private sector. 


It was a demanding and busy period for the 
Authority, as changes in structure and sys- 
tems evolved and had to be dealt with, along 
with the usual operational tasks, in a climate 
of staff cuts and insecurity about the future. 
The additional pressures of the transition 
period required a conscious and continuous 
effort on our part to enhance motivation and 
productivity. One means we used to accom- 
plish this was to maintain an open process, 
concentrating on communication with staff 
and with users as the commercialization 
agenda took shape. Staff was kept informed 
of developments through the Authority’s 
newsletter, a series of memos, and various 
briefings at the regional and local levels 
between March and August 1998. On several 
occasions during the process, I met person- 
ally with all employees and with Union rep- 
resentatives to bring them up to date and 
answer questions about what was happening. 


And, indeed, a great deal was happening, at a 
relentless pace. The Authority established a 
Strategic Committee to manage the multi- 
layered process, and a number of teams to 
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handle the numerous tasks involved in mak- 
ing the transition a reality. An indication of 
the amount of work these teams accom- 
plished is the closing agenda for commer- 
cialization, which involved the tabling of 133 
separate documents, each of which repre- 
sented an underlying pyramid of negotia- 
tions, planning and execution that involved 
many people and sometimes weeks and even 
months of effort. Teams worked in the areas 
of human resources, finance, and legal 
issues; there was also a capital committee, 
which worked with an engineering consul- 
tant to ensure all capital assets would be 
properly covered. The work of the teams 
covered the whole spectrum of the organiza- 
tion’s activities and responsibilities, from the 
new Letters Patent and bylaws to a trans- 
ferred assets report, lists of motor vehicles 
and their transfer documents, and a host of 
government certificates, permits and 
licences. Included were agreements relating 
to Seaway management, operation and 
maintenance, to the Seaway bridges, to secu- 
rity, and to the managed assets of the new 
corporation; resolutions regarding fees and 
tolls; financial estimates and balance sheets; 
bills of sale and registration certificates for 
vessels transferred to the new corporation; 
start-up and business plans, matters relating 
to leases, and funding arrangements. 


Offers of employment from the new corpo- 
ration to employees had to be prepared, and 
arrangements made to transfer personnel 
files. Special negotiations with the Union 
were necessary, as initially Union members 
were unwilling to give up their established 
benefits by transferring out of the Public 
Service Alliance. In the course of developing 
a new and more co-operative working rela- 
tionship among Union, management, and 
excluded employees over the last year, we 


also established the parameters for agree- 
ments that would ensure that employees did 
not lose out in the transition to the private 
sector. New employee benefits were created, 
a new pension agreement was struck, new 
employment policies were developed, the 
employee termination benefits fund was 
established, and arrangements were made for 
employee group insurance, dental care, and 
other benefits. 


As stipulated in the Canada Marine Act, The 
St. Lawrence Seaway Management 
Corporation will maintain its headquarters 
in Cornwall, Ontario. Accordingly, the 
Authority made arrangements to close its 
Ottawa head office on September 30, 1998, 
and selected employees were transferred to 
Cornwall. 


I would like to express my personal thanks 
for the hard work and creativity of the 
Strategic Committee, and the teams working 
on human resources, finance, legal, and SAP 
tasks. A heartfelt thanks goes also to the 
Authority’s employees who, despite their 
anxieties about the future, and the knowl- 
edge that many of them would be gone by 
March 1999, continued to offer quality ser- 
vice to Seaway users while implementing 
dramatic organizational changes. And final- 
ly, a very special thank you to the Minister 
of Transport, the Honorable David 
Collenette, the Deputy Minister, the 
Assistant Deputy Minister, and the 
Transport Canada staff who were always 
available with innovative ideas, information 
and problem-solving help throughout the 
whole commercialization process. 


STATE OF THE 
ORGANIZATION 
AT HANDOVER 


For a number of years now, “business as 
usual” at the Seaway had involved an unusu- 
al amount of change, as we experimented 
with the various stages of our Quality 
Service Initiative. The pace of change did 
not diminish, despite staff cuts and the pres- 
sures of impending commercialization. A full 
description of Seaway operations in the 
1998-99 fiscal year will follow in The St. 
Lawrence Seaway Management 
Corporation’s first annual report. In this 
report, I will cover only events and achieve- 
ments during the first six months of the 
1998-99 fiscal year, ending with the dissolu- 
tion of the Authority. 


Traffic Management Improvement 
Project 


We continued to make progress on our qual- 
ity service initiatives. The Traffic Manage- 
ment Improvement Project is on schedule 
and the projected start-up date for the new 
traffic management system (TMS) is April 1, 
1999. The work is being done in co-opera- 
tion with user teams and the Saint Lawrence 
Seaway Development Corporation. During 
1998, a new Traffic Control Centre was 
completed in the Niagara Region, and con- 
struction began on a new traffic centre in St. 
Lambert. Software development is being 
completed in phases; modules are delivered 
to project user teams as they are completed, 
so that they can be tested before they are 
required for use. A Wide Area Network 
(WAN) now links the TMS development 
centres in St. Lambert, Cornwall, St. 
Catharines and Toronto (where the consul- 
tant is located). These local development 
centres house operational work stations and 
overview display systems, so that user teams 
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and the traffic control centre staff can review 
and comment on the latest software updates 
quickly and efficiently, thus eliminating the 
need to travel. An added benefit in testing 
the new software in situ, using Seaway 
equipment and communications technology 
is that communications and other technical 
issues can be identified and resolved prior to 
the actual system start-up. 


ISO 9002 (1994) certification 


The ship inspection and marine services of 
both The St. Lawrence Seaway Authority 
and the St. Lawrence Seaway Development 
Corporation obtained ISO 9002 (1994) cer- 
tification in July 1998 from Lloyd’s Register, 
meeting the requirements of the 
International Safety Management (ISM) 
Code, which was imposed for vessels effec- 
tive July 1, 1998, by the International 
Maritime Organization. Certification was 
completed in six months. Lloyd’s Register 
was chosen to oversee the approval process 
because of its international reputation for 
high quality standards. The quality manage- 
ment initiative will now be extended to other 
areas, such as operations and traffic control. 
ISO 9002 certification reinforces the 
Seaway’s commitment to a safe and reliable 
system, beginning with the services most 
closely linked to the operational needs of 
customers. 


SAP - Integrated Management 


Processes 


Development work was also completed in 
1998 on SAP—the new information man- 
agement system that integrates all the 
Authority’s business functions into one data- 
base—and became functional in November. 
With SAP, every employee’s task fits into the 
framework of a defined business process—it 
becomes part of a whole, part of a Seaway 
business process that has a beginning, an 


end, and often may include many partici- 
pants. Business processes were defined so as 
to focus all units on improved customer ser- 
vice; provide a safe and reliable system at 
least cost; standardize structure, processes 
and systems, based on best practices; maxi- 
mize benefits and minimize duplication; pro- 
mote clear accountability; and ensure the 
right support for teams at all levels. 


The accelerated implementation process 
took six months and involved identifying and 
documenting each of the Seaway’s business 
processes, selecting and organizing the six 
key processes to be used as the basis of the 
system, creating work procedures, creating 
training sessions in both official languages 
for users, and developing a program to move 
information from the old computer systems 
to the SAP system. The system links all cor- 
porate divisions within a framework of six 
business processes: Ship Transit, 
Infrastructure Planning and Maintenance, 
Customer Service, Financial Accounting and 
Reporting, Human Resources Management, 
and Governing Processes. It will also inter- 
face with specialized systems such as the 
Traffic Management System, the 
Infrastructure Management System, and the 
Measurement System. 


Re-engineering and Business Plan 
Continue to Develop 


The SAP software includes a library of more 
than 1,000 pre-defined processes spanning 
each function. These pre-defined processes, 
our best business practices, will help to guide 
the organization as it fine-tunes and finalizes 
operational re-engineering. This may evolve 
further under the new management, concur- 
rently with the new job evaluation and com- 
pensation program with which it is linked. 
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The Seaway’s new long-term (5-year) busi- 
ness plan is now in place, as agreed with the 
new corporation’s representatives prior to 
the handover. Essentially, the plan pursues 
the course the Authority has so far taken, 
emphasizing quality customer service while 
seeking cost efficiency. It will, of course, 
continue to evolve under the new manage- 
ment. 


Human Resources Issues 


The Authority’s departure incentive program 
has been implemented, at a cost of $5.24 
million in termination benefits. As of 
September 30, 1998, 74 employees have 
already left as per the plan provisions; an 
additional 31 will leave by the end of March 
1999, for a total of 119 employees or 17% of 
the March 1997 staff complement. Fourteen 
employees had left through normal attrition 
before the program was implemented. As 
this figure more than meets the Authority’s 
planned employee reduction commitment, 
no further large-scale staff cuts are expected, 
although some minor adjustments will be 
necessary. 


A major achievement last year for both the 
Authority and its employees was the estab- 
lishment of a negotiated co-operative rela- 
tionship among management, Union and 
excluded employees. This agreement, with 
its well-defined areas of responsibility, inter- 
action patterns and communication lines, has 
increased trust and is creating more syner- 
gistic working relationships and a positive 
climate for the incoming management. 


In August 1998, a balanced sample of 
Seaway staff was asked to complete a survey 
to help assess how far the Authority had pro- 
gressed towards the employee satisfaction 
goals we set after the 1996 Hay Survey. The 
results indicated a number of significant 
improvements from the 1996 results, espe- 
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cially in 5 of the 15 factors measured: corpo- 
rate direction, communication effectiveness, 
training and career development, rewards 
and recognition, and quality customer ser- 
vice. It is by no coincidence that these were 
the specific areas where the Authority was 
conscious of the need for improvement and 
had established a plan of action. 


In particular, our work to ensure effective 
communication with employees over the 
past year has been critical to the success of 
the transition to private sector management, 
and this was reflected in the survey results. 
Employees felt that the Authority’s commit- 
ment to communicating with them had 
improved. Credibility of information and 
effectiveness of upward and downward com- 
munication have all improved by more than 
10 percent. Approximately half the employ- 
ees felt that face-to-face meetings with the 
President, discussions with regional manage- 
ment, and written publications all helped 
them understand the Seaway’s goals and 
plans, although some improvements are still 
needed, particularly in communication 
among the regions, and between head office 


and the field. 


Given the continued climate of change in 
the last several years and the demands the 
Authority has made on its staff as a result, 
it is not surprising that some improve- 
ments are still necessary. The organization 
has not yet reached the Hay norm on any 
of the measured factors (though we are 
close on some), and there has been a 
decline since 1996 in overall opinions of 
team leadership, employee 
satisfaction/commitment, management of 
change and working conditions. Once the 
new corporation has become firmly estab- 
lished and the pace of change slows, some 
indices should automatically rise. 


Customer Service Survey 


A survey of a different kind, undertaken 
during the 1998 navigation season, will pro- 
vide customer service feedback to assist the 
new corporation in developing its plans for 
1999. Survey forms were distributed to the 
shipmasters of both lakers and ocean-going 
vessels as they exited the Seaway system, 
from the beginning to the end of the navi- 
gation season. Results will be tabulated and 
ready for the new corporation’s first annual 
report, but the indications so far show 
improvement in several areas over the last 
survey in 1995. 


FINANCIAL MATTERS 


In June 1998, the Seaway implemented a 2 
percent increase in cargo tolls and vessel 
charges, the first such increase since 1993. 
The impact on total transportation costs for 
users is minimal, adding about 2.7 cents to 
the average $80 cost of transporting a tonne 
of grain to its destination. Modest as it is, 
the increase will help ensure that inflation 
does not erode the Seaway’s ability to main- 
tain lock facilities and navigation channels in 
a safe and reliable condition. The toll 
increase was enabled in April 1998, when the 
federal government rescinded the 1959 
Cabinet Order that established the Canadian 
toll structure and ended the requirement for 
U.S. agreement to revise toll charges on the 
Canadian section of the Seaway. This change 
was considered a prerequisite for commer- 
cialization. 


The details of the Authority’s financial 
condition at handover are outlined in the 
following Financial Statements. It also 
details the distribution of assets and liabili- 
ties among Transport Canada, the new cor- 
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poration, and the Federal Bridge 
Corporation Limited. The Authority dis- 
tributed $591,698,100 in assets on dissolu- 
tion. The direct costs of commercialization 
in 1998 were $1.076 million, including 
studies of the feasibility of the not-for- 
profit corporation and the necessity for 
changes to the employee pension plan. 


Closing 


The St. Lawrence Seaway Authority has 
now completed nearly 40 years of successful 
operation. In our final year, we have main- 
tained and improved our high standards of 
service, and re-organized ourselves to meet 
the needs of our new management. 


In our 1997-1998 annual report, we record- 
ed nine new organizational priorities for the 
short- to medium-term: 


* complete the commercialization of Seaway 
operations 


develop a long-term business plan with the 
Users Group 


rationalize the organization through a 
Departure Incentive Program 


implement re-engineering recommenda- 
tions submitted by a consulting firm 


develop a partnership with our employees 


implement a new integrated information 
technology management system 


create a single-desk traffic control centre 


implement Phase II of the Quality Service 
Initiative 


develop a new job evaluation and global 
compensation plan 
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Plans for some of these priorities called for 
completion within the past year; others are 
longer-term initiatives that will require more 
time to complete. On all of them, we have 
achieved what we promised, on time and on 
budget; it is now up to the new corporation 
to carry on the good work. The Seaway 
employees demonstrated their commitment 
through the time and energy they have spent 
in the past year dealing with changes and 
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challenges, and I am confident that they will 
continue to help the organization prosper in 
the future. My best wishes for success to the 
new St. Lawrence Seaway Management 
Corporation. 


LS 


Michel Fournier 


Financial Statements presented on the 
following pages and covers the operation 
of the St. Lawrence Seaway system only. 


|e analysis supplements the Consolidated 


OVERVIEW 


The Authority operated and managed the 
waterway from April 1, 1998 to September 30, 
1998. Pursuant to the Canada Marine Act, the 
Minister of Transport entered into a long term 
Management, Operations and Maintenance 
Agreement with The St. Lawrence Seaway 
Management Corporation (SLSMC). As of 
October 1, 1998, the SLSMC became 
commercially responsible for the Canadian 
portion of the Seaway. 


The Authority proceeded with the wind-up of 
its corporate business structures in the 
subsequent two months, and the Crown 
Corporation was dissolved on December 1°, 
1998. 


The navigation season of the Seaway is a 
period of approximately nine months 
commencing around the beginning of April 
each year and ending at the end of December. 
The revenue is therefore earned in the first 
nine months of the fiscal year (which begins on 
April 1) while most of the maintenance and 
asset renewal costs are incurred when the 
Seaway is closed (from January to March). As 
a result of the transfer of the Seaway to the 
Corporation on October 15, 1998, the 
financial statements reflect six months of 
normal operating revenues and expenses. The 
winter works program comprising the asset 
renewal and most of the major maintenance 
costs are not part of the operations results. 
Consequently, the financial results for the six 
month period ended September 30, 1998 are 
not representative of a full year’s operation of 
the Seaway. 


The Authority, for the abbreviated eight- 
month fiscal year, reports a net income of 
$12.9 million, compared to a net loss of $3.8 


»\) THE FINANCIAL YEAR IN REVIEW 


million for the twelve-month fiscal year 
1997/98. 


The net income of $12.9 million is after 
absorbing special charges of $5.3 million for 
the final settlement of Workers’ Compensation 
liabilities (further explained in note 13), $1.1 
million for costs related to the commercializa- 
tion of the Seaway and $0.4 million for the 
Departure Incentive Program. 


RESULTS OF OPERATIONS 
Revenues 


The total revenues for the period amount to 
$58.4 million; this compares to $89.4 for the 
fiscal year 1997/98. 


The revenues derived from tolls of $50.7 
million are ahead of target by 16.6% for the 
six months of navigation and 15% higher than 
for the comparable period of 1997/98. 


The revenues from leases and licences of $3.9 
million are lower by $925,000 compared to 
the 1997/98 Budget for the period; this 
fluctuation is attributed to a contract with 
Ontario Hydro for the resources provided to 
operate a power generation station located in 


the Welland Canal area. 


The investment income of $2.3 million for 
the period represents a 10% improvement 
over the operating budget and is identical to 
the results of 1997/98 for the same period. 


Expenses 


Operating expenses for the period of activities 
related to system operations, maintenance and 
engineering have reached a total of $24.8 
million. 


Salaries, wages and benefits, which account 
for 71.7% of the current year’s expenses, have 
decreased by $800,000 compared to 1997/98 
for the same reporting period. 


Tt 
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The maintenance program for the operational 
structures amounts to $4.2 million and 
represents 16.7% of total operations, 
maintenance and engineering expenses for the 
period; compared to a total of $2.5 million for 
the same reporting period in fiscal year 
1997/98. The increase of $1.7 million in 
maintenance projects is mainly related to 
expenditures for the major maintenance 
program of Mercier Bridge in the Maisonneuve 
Region. 


Administration expenses totalled $7.2 million 
in the period, an increase of $1.2 million 
compared to the fiscal year 1997/98. The 
salaries, wages and benefits of that group 
amount to $4.7 million for the period, the same 
level of expenses for the corresponding period 
in 1997/98. The increase in the other operating 
expenses relates to the implementation of new 
business software. 


The amortization expense of $6.6 million for 
the period is consistent with the policy of the 
previous year, and compares with the total 
expense of $13.3 million for 1997/98. 


LIQUIDITY AND 
CAPITAL RESOURCES 


The Authority transferred all of its assets on 
October 1, 1998; therefore the Consolidated 
Statement of Changes in Financial Position 
presents the net effect of the transfers. The 
management comments are related to the 
results for the six-month period, which ended 
on September 30, 1998. 


Operating Activities 

The cash flow from operations, before the Net 
Change in Non-Cash Working Capital items, 
amounted to $23.2 million for 1998/99 
compared to $24.1 million for 1997/98. The 
reduction in cash generated is mainly the result 
of the commercialization costs incurred by the 
Authority during the period. 


Investing Activities 
The cash outlay to acquire capital assets 


amounts to $3.5 million in 1998/99, compared 
to $1.8 million in 1997/98. 


The Authority has also committed financial 
resources to replace its major operational and 
business systems in order to address the “Year 
2000” issue which exists in our computerized 
applications. Two large projects were underway 
during the fiscal year 1998/99. The first one 
addresses the traffic management of ships in the 
Seaway and is being developed in cooperation 
with the Saint Lawrence Seaway Development 
Corporation in order to share a unique database 
of vessel transit information. The second one is 
the replacement of the Authority’s business 
applications systems by a fully integrated 
software system, which will regroup the 
accounting, human resources, procurement and 
maintenance applications in a common database. 


Long-term Investments 


The Authority finished the six-month period of 
1998/99 with $43.7 million in funds set aside for 
future operating and capital expenditure 
requirements. 


This sum, and the Cash and short-term 
investments were distributed in accordance with 
the directive from the Minister of Transport, as 
described in more detail in Note 3. 
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(in thousands de dollars) 
1998 
THE ST. LAWRENCE 
SEAWAY 
Tolls $ 50,675 
Leases and licences 3,862 
Investment income 2,325 
Others 993 
57,855 

Operating expenses 32,091 
Amortization 6,627 
Income (loss) from operations 19,137 

Departure 

Incentive Program (362) 

Commercialization costs (1,076) 

Abandonment of 

railway bridges = 

Settlement of a WCB Liabilities (5,272) 

Final settlement of claim 567 
Income (loss) before 

large corporations tax 12,994 
Large corporations tax = 
Net income (loss) for the year* $12,994 
*The above summary does not include 
the proportionate consolidation 
of the SIBC joint venture. 
THOUSAND ISLANDS BRIDGE 
Revenue $ 1,940 
Expenses 333 
Income from operations 1,607 
Investment income 167 
Net income before large 

corporations tax 1,774 
Large corporations tax = 
Net income $ 1,774 


1997/98 


$ 74,058 
9,193 
5,002 
1,308 

89,561 
72,212 
13,309 


4,040 


(4,881) 
(1,115) 


(492) 


(2,448) 
1,250 
($ 3,698) 


$ 2,819 
862 


ae wl 
391 


2,348 
oye 


$ 2,296 


1996/97 1995/96 
$ 75,318 $ 71,358 
6,364 5,000 
5,462 5,599 
1,681 1,774 
88,825 83,731 
67,305 67,636 
12,774 12,925 
8,746 3,170 
(533) 2 
(6,719) d 
1,494 3,170 
1,256 1,261 

$ 238 $ 1,909 

$ 2,674 $ 2,466 
552 615 
21122 1,851 
628 900 
2,750 USE 
53 43 

$ 2,697 $ 2,708 


1994/95 


$ 76,026 
5,596 
3,720 
2,323 

87,667 
59,480 
14,571 


13,616 


2,750 


16,366 
875 
$ 15,491 


$ 2,186 
978 


1,208 
750 


1,958 
37 


$ 1,921 
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MANAGEMENT'S REPORT 


de accompanying consolidated financial statements of The St. Lawrence Seaway Authority and 
all information in this Annual Report are the responsibility of management. 


The consolidated financial statements have been prepared in accordance with generally accepted 
accounting principles and necessarily include some estimates which are based on management's 
best judgements. Information contained elsewhere in the Annual Report is consistent, where 
applicable, with that contained in the consolidated financial statements. 


‘Io meet management's responsibility and to assure the integrity and reliability of financial reporting, 
the Authority maintains a system of internal controls, policies and procedures to provide reasonable 
assurance that assets are safeguarded, and that transactions and events are properly recorded. 


The system of internal control is supplemented by an internal audit which conducts periodic reviews of 
different aspects of the Authority's operations. In addition, our external auditors have full and free 
access to the members of the Authority, who oversee management's responsibility for maintaining 
adequate control systems and the quality of financial reporting. 


The Auditor General of Canada is responsible for auditing the consolidated financial statements and for 
issuing his report thereon. 


4 Gack: NE CE 


Carol Lemelin Michel Fournier 
Comptroller and Treasurer President & CEO 


Cornwall, Ontario 


December 17, 1998 


à 
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>) AUDITOR'S REPORT 


AUDITOR GENERAL OF CANADA 


VERIFICATEUR GENERAL DU CANADA 


To the Minister of Transport 


I have audited the final consolidated balance sheet of The St. Lawrence Seaway Authority as at 
November 30, 1998 and the consolidated statements of operations, deficit and changes in financial 
position for the final eight month period then ended. These financial statements are the responsibility 


of the Authority’s management. My responsibility is to express an opinion on these financial statements 
based on my audit. 


I conducted my audit in accordance with generally accepted auditing standards. Those standards 
require that I plan and perform an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the 
overall financial statement presentation. 


In my opinion, these final consolidated financial statements present fairly, in all material respects, the 
financial position of the Authority as at November 30, 1998 and the results of its operations and the 
changes in its financial position for the eight month period then ended in accordance with generally 
accepted accounting principles. As required by the Financial Administration Act, | report that, in my 
opinion, these principles have been applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Authority that have come to my notice during my audit 
of the final consolidated financial statements have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, The St. Lawrence Seaway Authority Act and 
regulations, the by-laws of the Authority, the Canada Marine Act, and the Minister’s directive issued 
pursuant to the Canada Marine Act. 


Nor ase 


Richard Flageole, FCA 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
December 17, 1998 
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(in thousands of dollars) 


ASSETS 
Current 
Cash and short-term investments (Note 4) 
Accounts receivable (Note 5 ) 
Accrued interest receivable 
Supplies inventory 


Long-term 
Investments (Note 4) 
Mortgages receivable (Note 6) 
Advance to a co-venturer (Note 7) 
Investments in non-consolidated wholly-owned subsidiaries 


(Note 8) 
Capital assets (Note 9) 


LIABILITIES 

Current 
Accounts payable and accrued liabilities (Note 5) 
Provision for the Departure Incentive Program (Note 10) 
Accrued employee termination benefits 
Provision and accrued charges for abandonment of 

railway bridges 

Large corporations tax payable 


Long-term 
Accrued employee termination benefits 


Commitments and contingencies (Notes 14 and 15) 


EQUITY OF CANADA 
Contributed capital 
Deficit 


Asset Distribution (Note 3) 


Approved: 
Nes OY 
President and CEO Comptroller and ‘Treasurer 


FINAL CONSOLIDATED BALANCE SHEET AT 


November 30 
1998 


(See accompanying notes to the consolidated financial statements.) 


March 31 


1998 


$ 30,383 
5,686 
1,567 
2,547 

40,183 


57444 
1,036 
alias 

2 


514,751 


$ 613,890 


$ 18,175 
3,951 
2,747 


627 
36 
25,536 


11,596 
+192 


624,950 
(48,192) 


576,758 
$613,890 


REVENUES 
Tolls 
Leases and licenses 
Investment income 


Others 


EXPENSES 
Operations, maintenance 
and engineering 
Administration 
Amortization 


Income from operations 
Workers’ Compensation (Note 13) 
Commercialization costs (Note 11) 


Departure Incentive Program (Note 10) 


Abandonment of railway bridges 


Income (loss) before taxes 
‘Taxes (Note 12) 


NET INCOME (LOSS) 
FOR THE PERIOD 


for the final 8-month period ended November 30 


1998 

Seaway Thousand 
International Islands 
Seaway Bridge Bridge 
$ 50,675 $ 1,003 D 
3,862 60 844 
2293 72 167 
1,560 3 1,096 
58,390 1,093 2,107 
24,853 625 - 
7,238 162 42 
6,627 102 291 
38,718 889 333 
19,672 204 1,774 
(5,272) - - 
(1,076) - - 
(362) - - 
12,962 204 1,774 
$12,962 $ 204 $ 1,774 


| CONSOLIDATED STATEMENT OF OPERATIONS 
» (in thousands of dollars) 


for the year ended March 31 


1998 

Total Total 

$ 51,678 $ 75,359 
4,766 10,433 
2,487 5,372 
2,659 2877 
61,590 94,041 
25,478 59,483 
7,442 14,318 
7,020 13,852 
39,940 87,653 
21,650 6,388 
(5,272) ? 
(1,076) (1,115) 

(362) (4,881) 

: (492) 

14,940 (100) 
£ 1,302 

$ 14,940 $ (1,402) 


(=) CONSOLIDATED STATEMENT OF DEFICIT 


Retained earnings (deficit), 
beginning of period 
Net income (loss) for the period 
Distribution of Joint 
Venture net income 


Asset distribution (Note 3) 
Retained earnings (deficit), 
end of the period 


(in thousands of dollars) 


for the final 8-month period ended November 30 


1998 
Seaway Thousand 
International Islands 

Seaway Bridge Bridge Total 
$ (74,632) $ - $ 26,440 $ (48,192) 
12,962 204 1,774 14,940 
204 (204) : 3 

$ (61,466) $ - $ 28,214 (33,252) 
33,252 


(See accompanying notes to the consolidated financial statements.) 


for the year ended March 31 


1998 
Total 


$ (46,790) 
(1,402) 


(48,192) 


$ (48,192) 


PE 


CONSOLIDATED STATEMENT 
OF CHANGES IN FINANCIAL POSITION 


=) 


(in thousands of dollars) 


for the final 8-month period for the year 
ended November 30 ended March 31 
1998 1998 
Total Total 
OPERATING ACTIVITIES 
Cash provided from operations 
Net income (loss) for the period $ 14,940 $ (1,402) 
Items not requiring cash 
Amortization 7,020 13,852 
Gain on disposal of capital assets (215) (15) 
Net change in employee termination benefits (14,343) (38) 
Net change in working capital components 
other than cash and short-term investments (12,989) 4,348 
Cash (used) provided by operating activities (5,587) 16,745 
INVESTING ACTIVITIES 
Decrease in investments 57,444 2137 
Decrease in mortgage receivables 1,036 19 
Decrease in advance to a co-venturer 474 95 
Decrease in investments in non-consolidated wholly-owned subsidiaries 2 - 
Net change in capital assets 507,946 (24,867) 
Asset distribution (Note 3) (591,698) - 
Cash used in investing activities (24,796) (22,618) 
Decrease in cash and short-term investments (30,383) (5,873) 
Cash and short-term investments at beginning of period 30,383 36,256 
Cash and short-term investments at end of period $ - $ 30,383 


(See accompanying notes to the consolidated financial statements.) 


~ November 30, 1998 


1. AUTHORITY AND OBJECTIVES 
OF THE AUTHORITY 


The St. Lawrence Seaway Authority (the 
Authority) was established in 1954 under the 

St. Lawrence Seaway Authority Act and was 
classified as a parent Crown corporation under 
Schedule IT Part I of the Financial Administration 
Act. 


The Authority was established to construct and 
operate a deep waterway between the Port of 
Montreal and Lake Erie together with such 
works and other property, including bridges 
incidental to the deep waterway, as deemed 
necessary by the Governor in Council. 


On June 11, 1998, the Canada Marine Act 
received royal assent. This Act provides for the 
commercialization of the operations of the 


Authority. 


Prior to the commercialization, the Authority’s 
operations included the management of the 
Seaway, the Melocheville Tunnel, the Mercier 
Bridge, the Thousand Islands Bridge and its 
interest in the joint venture - The Seaway 
International Bridge Corporation, Ltd. In 
addition, the Authority owned two subsidiaries: 
The Jacques Cartier and Champlain Bridges 
Incorporated (JCCBD) and Great Lakes Pilotage 
Authority (GLPA). 


As part of the commercialization initiative, the 
Authority established on September 2, 1998 The 
Federal Bridge Corporation Limited, a subsidiary 
of the Authority. In accordance with the Canada 
Marine Act, The Federal Bridge Corporation 
Limited became a parent Crown corporation on 
December 1, 1998, the date of dissolution of the 
Authority. 


Also, pursuant to the Canada Marine Act, Great 
Lakes Pilotage Authority became a parent Crown 
corporation under the Pélotage Act on 

October 1, 1998. 


\} NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


In accordance with the directive issued by the 
Minister of Transport under the Canada Marine 
Act, the Authority transferred its assets on 
October 1, 1998. Specifically, The Jacques 
Cartier and Champlain Bridges Incorporated, 
The Seaway International Bridge Corporation, 
Ltd, and the operations of the Thousand Islands 
Bridge were transferred to The Federal Bridge 
Corporation Limited. The Melocheville Tunnel 
and Mercier Bridge were transferred to The 
Jacques Cartier and Champlain Bridges 
Incorporated. The assets related to the 
operations of the Seaway were transferred in part 
to the Department of Transport and in part to 
The St. Lawrence Seaway Management 
Corporation (SLSMC), a not-for-profit 
organization charged with the management of 
the Seaway following the commercialization. 


Note 3 to the financial statements describes the 
transfer of these assets. Since all assets were 
transferred, the notes relating to balance sheet 
items deal with the March 31, 1998 amounts. 
Furthermore, when comparing revenues and 
expenses for the eight-month period ended 
November 30, 1998 with the year ended 

March 31, 1998, it should be recognized that the 
Authority was dissolved on December 1, 1998, 
that significant maintenance expenses are 
normally incurred during the winter months and 
that most revenues are earned before winter. 
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| November 30, 1998 


2. SUMMARY OF SIGNIFICANT 


ACCOUNTING POLICIES 


The financial statements have been prepared in 
accordance with Canadian generally accepted 
accounting principles. A summary of significant 
accounting policies follows: 


(a) 


Basis of Consolidation 

The consolidated financial statements 
include the results of The St. Lawrence 
Seaway Authority and the Authority’s 
proportionate share (50%) of its interest in 
the accounts of its joint venture, The Seaway 
International Bridge Corporation, Ltd. 


The Authority’s investments in two other 


wholly-owned subsidiaries for purposes of the : 


Financial Administration Act, The Jacques 
Cartier and Champlain Bridges Incorporated 
and Great Lakes Pilotage Authority, are 


retained earnings of the Bridge represent its 
cumulative earnings since September 1976. 


(c) Short-term Investments 


Short-term investments are recorded at cost. 


(d) Supplies Inventory 


Supplies inventory comprises equipment and 
supplies used in the operation and 
maintenance of the Seaway and are recorded 
at the average cost. 


(e) Capital Assets 


Capital assets are recorded at cost. 
Replacements and major improvements which 
increase the capacity of the deep waterway 
system or extend the estimated useful service 
lives of existing assets are capitalized. Repairs 
and maintenance are charged to operations as 
incurred. The cost of assets sold, retired, or 
abandoned, and the related accumulated 


amortization are removed from the accounts 
on disposal. Gains or losses on disposals are 
credited or charged to operations. 


recorded at cost because the Authority does 
not have the right and ability to obtain 
benefits from their resources and the 


Authority is not exposed to their related risks. ae 9 | 5 
Amortization is recorded using the straight- 


(b) Basis of Presentation of Operations line method based on the estimated useful 
In these consolidated financial statements, service lives of the assets and the following 
the maritime operations of the Seaway rates: 

System, those of the Seaway International : 
Bridge as well as those of the Thousand 
Islands Bridge have been presented 


SEAWAY 


Channels and canals, locks and remedial works 1% 


separately in order to preserve their distinct Bridges and tunnels 2-4% 
results. Buildings 2% 
Equipment 2—20% 


SEAWAY INTERNATIONAL BRIDGE 


Thousand Islands Bridge 


In September 1976, the Minister of Remedial works/Deferred major repairs 4.8 —10% 
Transport entrusted the Authority with the sf A 
: Buildings 5-10% 
management and operation of the Thousand 
; : Equipment 5 -20% 
Islands Bridge, while the real property was 
vested in the name of Her Majesty in right of THOUSAND ISLANDS BRIDGE 
Canada. Subsequent capital expenditures 
Improvements 2-10% 


made by the Authority to improve the Bridge 
have been recorded as capital assets. The 


=) | NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
end, 4 November 30, 1998 


(f) Employee Termination Benefits : 3 . CONTRIBUTED CAPITAL AND 
Employees of the Authority are entitled to ASSET DISTRIBUTION 
specified benefits as provided for under : As indicated in Note 1, the Authority was 
labour contracts and conditions of - dissolved on December 1, 1998 and the 
employment. These benefits include _ distribution of its assets was made in accordance 
accumulated sick leave and furlough leave : with the directive from the Minister of Transport. 
which are payable upon termination. : The following table describes the distribution 
Usually, the termination benefits : made by the Authority. The transfer to Transport 
correspond to the higher of a week’s salary  : Canada includes the capital stock of The Federal 
(two weeks for the first year of service) for Bridge Corporation Limited that arose from the 
each year of service up toa maximum of 28 dissolution of the Authority on December 1, 1998. 
weeks or 75% of the balance of the : As a result of the net transfer of assets of 
employee’s accumulated sick leave days. : $591,698,100, the November 30, 1998 balances of 
Employees are allowed 15 days of sick leave :  contributed capital ($624,950,000) and deficit 
per year. The liability at year-end for these  : ($33,251,900) were reduced to nil amounts. 


benefits is recorded in the accounts as the 
benefits accrue to employees. 


(g) Pension Plan 
All employees of the Authority are covered 
by the Public Service Superannuation Plan 
administered by the Government of 
Canada. Contributions to the Plan are 
required from both the employee and the 
Authority. Contributions with respect to 
current service are expensed in the current 
year. Contributions with respect to past 
service are expensed when paid. The 
Authority is not required under present 
legislation to make contributions with 
respect to actuarial deficiencies of the Public 
Service Superannuation Account. 


(h) Retired Employee Benefits 
The Authority provides a life and major 
medical insurance plan to its retired 
employees. Contributions to the plan are 
required from participating retired 
employees. The Authority pays for the 
excess of the cost of the plan over the 
participants’ contributions and this excess is 
recorded in the accounts in the year it is 
incurred. 
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NX Novernber 30, 1998 

(in thousands of dollars) FBCL JCCBI SLSMC Transport Canada Total transfers 
ASSETS: 

Cash and short-term investments $ 699 $ - 23057 $ - $5 3,750 
Accounts receivable 1,226 20,309 640 22,075 
Accrued interest receivable 59 931 990 
Supplies inventory 2,247 268 2915 
Investments 7,000 : 39,694 46,694 
Promissory note receivable 36,000 36,000 
Mortgage receivable 1251 1,231 
Advance to a co-venturer 441 441 


Investments in non-consolidated 


wholly-owned subsidiaries 0.1 | 0.1 
Capital assets 23,409 4,437 13,450 470,126 511,422 
LIABILITIES: 

Accounts payable and 

accrued liabilities (128) (17,348) (18) (17,494) 
Provision for the Departure 

Incentive Program (2,397) (2,397) 
Accrued employee termination 

benefits (160) (155323) (13,473) 
Provision and accrued charges for 

abandonment of railway bridges (162) (162) 
NET TRANSFER $ 32,546.1 $ 4437 $ 46,468 $ 508,247 $ 591,698.1 


~ November 30, 1998 


4. INVESTMENTS 


The Authority invests in short-term deposits, 
Government of Canada Treasury bills, 
Government of Canada bonds, Canadian 
chartered banks investment certificates and has 
two deposits with the Consolidated Revenue 
Fund of the Government of Canada. The 


carrying value of these investments approximates 


their fair value. At March 31, 1998, a portion of 


} NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


these investments, totalling $29.5 million, 
were maturing within a year and carried 
interest at rates varying from 3.9% to 4.6% 
and were presented with the cash at year- 
end. The Authority had set aside the 
remainder of its short and long-term 
investments in order to provide for the 
future: 


November 30, 1998 March 31, 1998 
(in thousands of dollars) 


Operating requirements : 


¢ Government of Canada Treasury bills maturing within 


$ - $ 8,861 


one year with various interest rates between 4.9% and 5.1% 


¢ Government of Canada bonds, 7.5% interest, 
maturing in 2001 and 2002 


° Investment certificates with various maturity 
dates between 1 and 4 years and with interest rates 
varying between 4.7% and 9.7% 


Employee termination benefits: 


+ Deposits with Consolidated Revenue Fund with 
interest rates of 8.12% and 8.34% and 
maturing in 1998 and 2000. 


5. ACCOUNTS RECEIVABLE, 
ACCOUNTS PAYABLE AND 
ACCRUED LIABILITIES 


These accounts are incurred in the normal 
course of business. They are usually receivable 
or payable within a month and are non-interest 
bearing. At March 31, 1998 the carrying 


amount of each approximated fair value. 


6. MORTGAGES RECEIVABLE 


The Authority has entered into long-term 
mortgages for the sale of parcels of land. The 
mortgages are issued for a 3-year term, carry 
interest at rates varying from 8% to 9.5%, are 
amortized over a maximum period of 22 years 


- 14,083 


- 23,000 


: 45,944 


- ‘ 11,500 


$ - $ 57,444 


. and are recoverable in monthly installments. 
: At March 31, 1998, their carrying value 
- approximated fair value. 


7. ADVANCE TO A 
CO-VENTURER 


: This account represents the excess of the 

: Authority’s investment in its joint venture, 

_ The Seaway International Bridge 

. Corporation, Ltd, over its required 

: contribution as per the contractual 

: agreement. The advance carries interest at 

: the average one-year Treasury bill rate and 

: has no repayment terms. At March 31, 1998, 
| its carrying value approximated fair value. 
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&. INVESTMENTS IN NON- 
CONSOLIDATED WHOLLY-OWNED 
SUBSIDIARIES AND RELATED PARTY 
TRANSACTIONS 


Investments consist of the following: 


No. of shares Cost 
Great Lakes Pilotage 
Authority (GLPA) 15 $ 1,500 
The Jacques Cartier and 
Champlain Bridges 
Incorporated CCBI) 1 100 
1,600 


The Authority is related in terms of common ownership 
to all Government of Canada created departments, 
agencies and Crown corporations. The Authority enters 
into transactions with these entities in the normal 
course of business. 


The Authority provided certain engineering and 
administrative services to JCCBI for which it charged 
$152,192 (March 31, 1998 - $364,019). Charges are on 


9. CAPITAL ASSETS 


Net 


SEAWAY 

Land S a= 
Channels and canals - 
Locks - 
Bridges and tunnels - 
Buildings - 
Equipment - 
Remedial works - 
Work under construction - 


SEAWAY INTERNATIONAL BRIDGE 

Equipment = 
Buildings - 
Remedial works/Deferred major repairs - 


THOUSAND ISLANDS BRIDGE 


Improvements - 


Total $ 


November 30, 1998 
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a full cost recovery basis. At November 30, 1998, there 
was no amount receivable from JCCBI (March 31, 1998 
- $81,291 and is included in the accounts receivable). 


The Canadian Coast Guard introduced new 
navigational services fees based on the Authority’s vessel 
fleet. The fees paid for this service during the period 
amounted to $58,250 (March 31, 1998 - $220,061). 


10. DEPARTURE INCENTIVE PROGRAM 


During the current period, the Authority has 
recorded $362,000 (March 31, 1998 - $4,881,000) in 


the accounts for its Departure Incentive Program. 


11. COMMERCIALIZATION COSTS 


The Authority participated fully in the negotiations 
with Transport Canada and the Users Group for the 
commercialization of the St. Lawrence Seaway 
System. The commercialization costs also include the 
cost of studies for the setting up of the not-for-profit 
public/private partnership and for the establishment 
of the new employees’ pension plan. 


March 31, 1998 


Accumulated 
Cost amortization Net 
(in thousands of dollars) 


NE $ $ 28131 
280,498 112,463 168,035 
235,869 97,665 138,204 
125,152 67,667 57,485 
15,826 9,333 6,493 
32,370 24,757 7,613 
121,019 35,028 85,991 

2,020 : 2,020 
840,885 346,913 493,972 
547 426 121 

34 11 23 

992 391 601 

1,573 828 745 
22,054 2,020 20,034 

$ 864,512 $ 349,761 $ 514,751 


Le 
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12. TAXES 
a) Large Corporation Tax 


The Authority, as a prescribed Federal Crown 
corporation, was subject to the provisions of the 
Income Tax Act. Taxes include income tax (38% of 
income) and the large corporations tax. The 
Authority is not subject to any provincial income 
taxes. Taxes for the period are summarized as: 


November 30, March 31, 
1998 1998 
(in thousands of dollars) 
Income tax $ - $ = 
Large corporations tax = 1,302 
Total taxes $ - $ 1,302 


b) Tax consequences related to the 
transfer of assets 


As described in Note 1, in accordance with the 
directive issued by the Minister of Transport 
under the Canada Marine Act, the Authority 
transferred its assets on October 1, 1998. Under 
the Income Tax Act, the Authority is deemed to 
have received at the time of these transfers 
proceeds of disposition equal to the fair market 
value of the transferred assets given that the 
transfers were made in all cases to a person with 
whom the Authority is not dealing at arm’s 
length. As a result of these transfers it is possible 
that an income tax liability could arise, however, 
such a liability has not yet been established. 
Should such a liability arise, it would be the 
responsibility of Her Majesty by virtue of 
subsection 96(1) of the Canada Marine Act, which 
stipulates: “The Authority is dissolved on the 
date fixed by the Governor in Council and all its 
assets and obligations devolve to Her Majesty in 
right of Canada under the administration of the 
Minister”. The Authority was dissolved on 
December 1, 1998. 


Accordingly, no tax liability has been recorded by 
the Authority as a consequence of these 
transfers. 


EN 
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13. WORKERS’ COMPENSATION 


The Authority is subject to the Government 
Employees Compensation Act and hence is not 
mandatorily covered under the Ontario and Quebec 
Workers’ Compensation Acts. The arrangements 
with each provincial board are by contract through 
Human Resources Development Canada. The 
general arrangements involve central claim 
reporting through Labour Canada. In the context 
of the commercialization of the Authority, Human 
Resources Development Canada has requested the 
Authority to settle its obligations in respect of future 
payments on existing claims as of September 30, 
1998. The estimated present value of future short- 
term compensation, rehabilitation benefits, long- 
term disability and survivor pension payments, 
health care expenses and retirement income benefits 
on accounts of accidents that occurred prior to 
September 30, 1998 amounts to $5,272,000. The 
full amount of the settlement was recorded in the 
current period. 


14. COMMITMENTS 


The Authority enters into commitments with third 
parties in the normal course of business. 
Agreements negotiated pursuant to the 
commercialization and the directive issued by the 
Minister of Transport under the Canada Marine Act 
required that, as at October 1, 1998, all 
commitments be transferred either to subsidiaries of 
the Authority, The St. Lawrence Seaway 
Management Corporation or Transport Canada. 


15. CONTINGENCIES 


The Authority is involved in various lawsuits in the 
normal course of business. In some cases, the 
Authority is the defendant, whereas in other cases it 
is the claimant. Agreements negotiated pursuant to 
the commercialization made provision for the 
transfer as at October 1, 1998 of all contingencies to 
either The St. Lawrence Seaway Management 
Corporation or Transport Canada. 
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The St. Lawrence Seaway Authority is a Crown 
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R.S.C. 1985; c. S-2. The corporation consists of a 
President and Chief Executive Officer and two 
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Its activities are governed by the Act, and by bylaws 
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